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Taft and Tact 


E UROPE should take warning from the broadcast speech on foreign 

policy delivered by Senator Taft on Sunday last. The speech was 
intended for purely domestic consumption, as a counterblast to 
General Eisenhower’s homecoming. But that does not mean that it 
was without international significance. What the Senator said may 
by next year have become the broad basis of the foreign policy of the 
United States. What he said is, here and now, an index of how a great 
many Americans approach the problem of international relations. A 
presidential candidate does not gratuitously put forward views that 
have no general appeal. 


Is the Senator an isolationist? He denies the charge. He declares 
that he would have been ready to establish a “ Monroe Doctrine ” for 
Europe—to declare that anyone attacking Europe also attacks the 
United States. He is willing now to leave the six American divisions 
in Europe until the Europeans can defend themselves. But these state- 
ments must be judged against the background of the whole speech. 
From this it is clear that Senator Taft’s attitude towards the Atlantic 
alliance is at best that of a man accepting a not very welcome necessity. 
At worst, it comes close to regarding the European allies as expendabiec 
—* to admit for a moment that we could not defend ourselves, even if 
continental Europe were overrun, is defeatism pure and simple.” The 
instrument of defence upon which the Senator would prefer to rely is 
a strong American air force, able to guard the United States, and, if 
necessary, to bomb Russia. 


This is certainly not isolationism in the old sense. But it is equally 
far from support aud’enthusiasm for the idea of a “ developing Atlantic 
community,” from acceptance of the doctrine that America’s partner- 
ship with the other free nations is a permanent and desirable thing. 
Senator Taft would not dismantle the North Atlantic alliance. But he 
would hardly make it grow, and without growth it would dismantle 
itself. 


Thou shalt not kill ; but needst not strive 
Officiously to keep alive. 


These are not the views of the Truman Administration. They are 
not even the views of a majority of Americans. But they are the views 
of a large minority, which might well grow. Many observers of Ameri- 
can opinion whose own international sympathies cannot be doubted 
have lately been reporting that there is a new mood, not indeed of 
rejection of the objects of American foreign policy, but of scepticism 
about the progress being made in attaining them and of impatience with 
the burdens it imposes. This is not surprising. As the cost of the cold 
war mounts, and it seems to stretch out indefinitely into the future, 
Americans as well as Europeans get restless. This questioning mood ts 
not isolationism ; but it might grow into indifference. 


To judge by many of the voices that are to be heard in Europe 
today, American indifference would almost be welcome. If there are 
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men and women in America who want to “ keep out of 
Europe,” there are men and women in Europe who want 
them to do exactly that. Communists and fellow- 
travellers have never wanted anything else, and Europe 
has also had its neutralists ever since the end of the war. 
But in 1952 the travail of rearmament and the turbulent 
problem of Germany have aroused much wider distrust 
of American policy. Men as divergent in their political 
views as General de Gaulle in France or the supporters 
of Mr Bevan in Britain have attacked the American asso- 
ciation. In fact, more time and more emotion seem to be 
spent these days in attacking the Atlantic community 
than in reaffirming, with all possible vigour, the reasons 
for its birth. 


Those who deplore America’s Atlantic policy might 
usefully ask themselves in what state, without American 
rearmament and the American commitment to Europe, 
the free nations of the Atlantic fringe would find them- 
selves today. The Stalinist empire has not changed its 
character simply because, in the West, some phases of 
rearmament are found to hurt. The leaders of Soviet 
Russia have never respected weakness. Compromise 
does not move them or it would have saved Benes and 
Masaryk and their country as well. Subservience does 
not touch them, or Anna Pauker might have evaded the 
latest Rumanian purge. The force needed to deter them 
from making their compulsive bids for total control must 
be available and it must be adequate. Neither condition 
can be secured in Europe without massive American 
commitment and support. 

~ 


This case for rearmament as an indispensable check 
to Soviet ambition has been argued before and indeed, 
in less confused times, by Mr Bevan himself. What has 
perhaps been less clearly explained is America’s crucial 
role in resolving the German problem. The essence of 
the present position is that Germany, whether in a 
divided or a reunited state, is recovering its sovereignty 
and, short of world disarmament, a sovereign Germany, 
with its size, its industrial wealth and its central position, 
will have enough strength to tip the balance of European 
politics one way or the other. 


Such a Europe, taken by itself, would be inherently 
unstable. If German policy inclined one way, the Nazi- 
Soviet pact of 1939 would come to life again. If the 
German weight were cast the other way, the threat to 
peace would hardly be less. It is not a balance of power 
that creates peace, but an overwhelming preponderance 
of power on the side that has no interest in war. Europe 
by itself, even with British assistance, cannot achieve 
such a permanent security. It can only be done by build- 
ing a permanent Atlantic community in which the United 
States plays a permanent part. The clever European poli- 
ticians who want to embarrass their governments may 
not see that.. But the great mass of ordinary people do. 
They know that the chief hope of peace in 1952, unlike 
1914 Or 1939, lies in the fact that the United States is 
actively engaged in world politics. When Senator Taft 
looks forward to the withdrawal of American troops and 
to Europe’s “ self-defence,” he unwittingly places Europe 
at Germany’s mercy once again and re-creates the condi- 
tions in which Germans and Russians can bargain at the 
expense of the West. Is this the consequence that the 
Gaullists or the Bevanites or Dr Schumacher in Germany 
really seek ? Is this the-end for which they are prepared 
to see the Atlantic Community dissolved ? 
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No doubt they would deny any such aim. Bur 
Senator Taft’s broadcast is a warning that it could 
happen. The idea of a permanent Atlantic community 


‘is not so firmly based in American public opinion thar 


Europe can take it for granted or run any risks with jt. 
For the European oppositions to use the American 
alliance as a convertient means of embarrassing their own 
governments is to play a very dangerous game indecd. 
Do they reflect sufficiently on the Europe that they 
would inherit if the American shield were to be with- 
drawn and Europe were once again to depend on whether 


’ Germans and Russians were striking blows or bargains ? 


* 


This is not to say, of course, that there should be no 
criticism of American actions. Indeed, in many ways, the 
more constructive criticism there is of specific American 
policies the better for everybody. But it is a plea that, 
in this election year, there should be as much common 
sense and courtesy as possible in approaching the general 
issue of Europe’s relations with America. The plea is 
directed in particular to the European oppositions. Some 
of them already see the point. Mr Attlee, for example, 
said on Monday that 

there is a lot of loose talk about the United States from people 

who refer to American imperialism and similar phrases; but 

no country in history has ever made greater efforts to help 
st 


other countries than the United States has done in the |: 
Six years. 


But Mr Morrison undid all, and more than all, the good 
his leader did by gratuitously declaring in Copenhagen 
on Tuesday that the Labour Party, when returned to 
power, would push for the admittance of Communist 
China to the United Nations. What possible good is 
served by saying that at this moment ? The mischief 
it may do is incalculable. 


Americans are rightly jealous of anything that they 
deem to be interference with their domestic politics, and 
it is perhaps as well to make the point that nothing of the 
sort is here intended. Europeans may have their hopes 
and fears about the identity of the next President ; but 
they are not so foolish as to think that they can influence 
the choice. Least of all is there any suggestion that 
Europeans, by suppressing their real opinions for the 
duration of the election campaign; should try to deceive 
American public opinion. Quite on the contrary, the 
suggestion is that the basic truth—which Europeans, as 
they play their domestic politics, are apt to take for 
granted and leave unexpressed—should be plainly stated. 
However much indifference to the Atlantic Alliance 
there may be in America, there is very little in Europe. 
The mass of the people, all the politicians in office—and 
even the great majority of the critics when they in their 
turn bear responsibility—all know that: on it rests the 
main hope of preserving peace. =~ 










British Banking 
The Annual Review will be found on pages 687 
to 705 of this issue, and a selection of British 


Banking Statistics appears in this week’s issue of 
the Records and Statistics. Supplement. 
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N Britain, the great majority of rented dwellings— 
except for those-owned by local authorities—come 
within the scope of the Rent Restriction Acts. Only a 
small minority of better houses with high rateable values 
are free from rent control. Houses built by local authori- 
ties do not have the protection of rent control, but they 
do have the benefit of large public subsidies. Thus, 
nearly all the citizens of Britain, other than: those who 
own their own houses, enjoy housing that is cheapened 
by government action of one kind or another. 


Those who see nothing wrong in this state of affairs 
have not considered its real effects. In practice, the 
present tangled system of rent controls and subsidies 
creates more in the way of waste and injustice than it 
relieves in the-way of hardship. Rent control gives pro- 
tected tenants a strong interest in remaining in their 
present dwellings, which most of them have occupied 
since before the war. It leads to inflated rents for the 
few uncontrolled dwellings, which causes a manifest 
injustice to be done to those not lucky enough to occupy 
acontrolled dwelling. Many newly married couples have 
no alternatives but to share crowded quarters or to pay 
an extortionate rent, 


This situation creates a whole chain of undesirable 
effects. In the first place, it makes workers less mobile, 
and it forces many people who do take a job in a new 
district to travel long distances daily, in order to remain 
in the controlled dwellings where they are sitting tenants ; 
the vigour of the recent outcry against fare increases is 
in part a consequence of this situation. In the second 
place, strict rent control fosters the wasteful use of hous- 
ing space to an extent which can only be guessed at but 
which is certainly considerable. Many families that are 
reduced in size by death or marriage find it distinctly 
cheaper to stay where they are than to move to a smaller 
dwelling—and larger families therefore have to remain 
cramped. People with a room to spare are under little 
pressure to take a lodger to help out with the rent. In 
the third place, controlled rents are undeniably too low, 
in relation to present building costs, to enable even the 
dest of landlords to make proper provision for repairs. 
A considerable portion of the total stock of houses is 
being in this way hastened to premature decay and ruin. 

These objections do not apply to the rent policies 
pursued by local authorities. inst these an objection 
of a different sort must be alleged. It is that the state 
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is subsidising an arbitrarily chosen group of its citizens 
to an unwarranted extent. In 1938, the subsidy on local 
authority: housing was {£21 million. Currently it is twice 
this figure, exclusive of the high cost of emergency hous- 
ing which is wholly borne by the central Government. 
What is more disquieting is that the cost has been increas- 
ing by some £3 million a year and that now, thanks to 
Mr Macmillan’s magnanimity, it will rise faster. 


Politicians: quite fail to realise the extent to which they 
are mortgaging future revenue in blundering on with a 
policy which has never been rationally thought out and 
justified. The housing subsidies are not a selective relief 
to the needy. They are not given in aid of the poorest 
families, most of whom live in old controlled properties. 
Under existing legislation, council tenants are drawn 
from a wide range of income groups and without doubt 
many of them could afford to make a larger contribution 
to the cost of being housed. 


The rents of controlled and local authority dwellings 
have to be considered in conjunction since they react on 
each other. Most of the houses covered by rent control 
were built before 1919; there are 8 million or so of 
them, which is more than half the total stock of houses. 
Most of them are far inferior, in every respect, to the 
1,500,000 houses built by local authorities between the 
wars -and still more so to the furthér 1,250,000 which 
have been completed since 1945. Local councils feel 
obliged in some measure to relate the rents of these newer 
and better dwellings to those of the controlled properties 
from which most of their tenants are originally drawn ; 
and they have been under obvious pressure not to break 
the standstill on prewar rents. On the other side, one 
obstacle to raising the rents of controlled houses to 
ai: economic level lies in the fact that their tenants, 
as ratepayers, are helping to subsidise residents in council 
houses who are much better housed than themselves. 


* 


Such is the general nature of the rent problem. The 
present government has every reason to seek a speedy 
remedy. It accepts the vital importance of redeploying 
the industrial labour force ; therefore it must wish to 
reduce artificial restrictions on the mobility of labour. It 
regards housing as the first social priority ; therefore it 
must regard with dismay any cause of wastage and decay 
among the existing stock of houses. It believes in the 
ideals of home ownership ; yet present housing policies 
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discourage and discredit this very ideal. The family buy- 
ing a home gets no aid from the state, but the family 
which secures a state dwelling gets over 40 per cent of 
its rent paid for it. No wonder local authority waiting 
lists are swollen to such enormous lengths, while the 
demands for private building licences, now that at last 
they are more freely available, is below expectations. 


There is also a poijitical reason why the' government 
should not be afraid to tackle the rent problem. Their 
opponents may otherwise steal a march on them. The 
Labour theorists, at least, aré getting round to the modern 
rent question. One result is a recent Fabian pamphlet,* 
whose author, Mr D. L. Munby, suggests a plan which 
has at least the merits of being responsible, logical and 
comprehensive. Briefly, it is that urban working-class 
housing should be progressively and compulsorily muni- 
cipalised, and rents. then adjusted to take account of 
relative amenities and to provide, in the aggregate, for 
repairs, maintenance and a return on capital. Mr. Munby 
is as fully alive as a liberal economist to the anomalies of 
the present position, and to the case for an upward revi- 
sion of controlled rents. Indeed he aims, through an 
average increase of 5s. a week in controlled rents, to find 
the money both for undertaking proper repairs and for 
reducing the subsidy bill by a substantial amount. He 
would use complete socialisation to lift most of the 
housing burden from the taxpayer and ratepayer. 


Despite the plan’s ingenuity, there will be few other 
than determined Socialists who can stomach the notion 
of a complete public monopoly in housing. Mr Munby 
would prevent too much concentration of power by 
arranging for municipal instead of national ownership and 
control. But this device has difficulties of its own. What 
guarantee, for instance, is there that local authorities 
would pursue the policy of rent rationalisation on which 
Mr Munby rightly insists ? At present, most of them 
fail to do this even on their own estates. 


This Fabian pamphlet may at least serve to show the 
present government the dangers of indefinite delay. If 
it dallies too long in making the moderate and unpartisan 
reforms which are surely open to it, it may find that the 
initiative is seized by the next Labour Government and 
used in a direction that cannot be reversed. Whichever 
party lets rents rise will, of course, earn some unpopu- 
larity. But the Tories ought not to turn in fright from 
the prospect when Socialists recognise, in theory at least, 
the need for higher rents. If the government played its 
cards properly—and if it acted in time for the benefits 
as well as the costs of rent reform to be visible by 1955— 
it need not lose votes as a result and it might even get 
for once more credit than blame. 


& 


The first requirement of a rational policy is an 
upward revision in the general level of controlled rents. 
In theory a case can be made for reverting by stages to a 
free market in rented property. In practical politics, even 
a policy of partial decontrol must be ruled out at present. 
But this does not mean that nothing can be done. The 
issue was faced once. After the first world war, all con- 
trolled rents were allowed to rise by a simple percentage. 
To repeat this would be a crude remedy ; it would be 
particularly unpopular and it would perpetuate anomalies 
by ignoring changes in the relative values of properties 


er eee 


* “The Rent Problem.” By D. L. Munby. Fabian Publica- 
tions and Gollancz. 28 pages. 1s. 
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which have taken place since 1939 or earlier. But even 
this blunt instrument would be far better than nothing, 


It is probable, however, that a more scientific methog 
of rent revision can be found. One interesting approach 
for which fresh arguments have recently been adduced 
by the Chartered Auctioneers and Estate Agents 
Institute*, is to link the level of rents to the rating 
system. The first step would be to make the repairs 
allowance realistic at present prices ; that is to say, the 


statutory deduction from gross rateable value allowed for _ | 


repairs would be multiplied by the increase in the cog 
of repairs since 1939; the product would be added to 
the controlled rent. This would meet the most immediate 
problem. The full solution would consistin equating the 
controlled rent of each dwelling with its gross value as 
determined for rating purposes. This proposal has the 
great advantage that it could be related to the Inland 
Revenue’s comprehensive review of valuation lists, which 
is intended to secure uniformity between local areas, if 
and when that review is completed. 


It would take a fertile imagination to paint some such 
system of rent revision as the cause of much hardship 
and a myopic vision to see it as an act of class warfare. 
Since the earnings of the average industrial worker have 
about doubled since before the war, while his rent has 
remained unchanged, it is clear that the effective burden 
on the occupant of a controlled dwelling is about half 
what it was. The average controlled rent is little more 
than 7s. a week in the country as a whole and ris. 6d. in 
London. To award an increase of up to 50 per cent could 
cause no more than a inal amount of hardship, which 
—as with the food subsidies—would be better treated 
by larger social security provisions and family allowances 
than by keeping rents far below their economic level. 
So far as landlords are concerned, it is no more than 
common sense and justice to make allowance at least for 
the present cost of repairs. It would no doubt be 
prudent, and it would not be difficult, to strengthen the 
safeguards requiring landlords to keep their property ir 
good condition. 

+ 


The other half of- rent policy is to apply the same 
general principles to local authority housing. The 
problem is complicated here by the widely differing prac- 
tices of local authorities and by the high cost of postwar 
building. While the average prewar council house 1s 
still rented at little more than 10s. a week, the subsidy for 
postwar houses is based on the assumption of a notional 
rent of 18s. Moreover, the same type of postwar three- 
bedroom house was being rented last year at 9s. 34. by 
one local authority and at-29s. 3d. by another. 


Progress towards a more rational system of council 
rents requires councils to accept two principles. The 
first is that a local authority should pool its subsidies and 
fix its rents according to the intrinsic worth and amenitits 
of its different properties, instead of according to the 
accident of when and under what Act each of them was 
built. It seems that only about a third of local authoriti¢s 
have consolidated rents along these lines. The second 
principle is that the local authority should fix a level of 
rents which will in total yield an income adequate, with 
the statutory subsidy, to meet its housing costs. This 
would put an end to the pernicious system whereby 


~# Memorandum on the Amendment of the Rent Restriction Acts.” 
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additional subsidies are found by raiding the repairs fund 
or the general rate fund. 


But the Government should do more than impress on 
local authorities the essentials of sound housing manage- 
ment. It should accept the need for a reduction in the 
statutory housing subsidies which Mr Macmillan has 
just foolishly increased. To subsidise every council 
tenant, whatever his income, by an average of over 40 per 
cent of the cost of his house—or more than this if he 
happens to live in a flat—is an unwarranted extravagance. 
Subsidies for general housing purposes cannot now be 
immediately eliminated, but they should at once be kept 
within a strict upper limit of, say, a quarter of the 
economic rent. To go further than this is grossly unfair 
to that majority of the community who must support the 
tenants of council houses. 


There is no reason to suppose that the application of 
this principle would cause widespread hardship. But 
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in so far as hardship did result, as it would in a few cases, 
the local authorities have a means of meeting it through 
the system of rent rebates to families with very low 
incomes. Only a small minority of local authorities are 
at present operating rent rebate schemes. Objection is 
often taken to the “ inquisition” into means which is 
entailed. But it is quite unfair that taxpayers and rate- 
payers should be mulcted indefinitely and subsidies paid 
to those who do not need them, in order to spare the 
susceptibilities of a small number of council tenants 
who cannot afford to pay a reasonable rent. 


Such reforms as these would be far from perfect. 
They are a compromise between what is economically 
desirable and the reluctance of politicians to disturb 
anything that appears to benefit a lot of people. The 
point is that a practical compromise can be found—and 
ought to be put into legislation within the next year or 
two. 


Roundabout and Roundabout 


HERE is little point in protesting against the 

symptoms of political uncertainty in Britain. A 
government elected with a narrow majority seven months 
ago is already half-demoralised by evidence of its 
declining popularity, but has to face crucial issues both 
in foreign policy and in economics. In these circum- 
stances debate is bound to concentrate on short-term 
matters. It is harder than usual to see the wood as a 
whole. Yet, even so, it is surprising that there has been 
so little discussion of the general constitutional principle 
behind the debates about denationalisation. How far are 
ministers entitled, under the two-party system of parlia- 


mentary government, to reverse their predecessors’ 
measures ? 


The present government proposes to repeal the Steel 
Act, by denationalising the industry ; it proposes to 
amend the Transport Act, by returning road haulage 
alone to private ownership. Labour last month responded 
to the second, milder proposal as it responded at the 
beginning of this Parliament to the first. The leaders 
of the party have indignantly committed themselves to 
restoring when they are next in office all the creations 
of the 1945-50 Parliament on which the Tories dare to 
lay a destructive hand. The difficulties and dangers of 
this situation need no labouring. Immediately, by 
frightening private investors who would be willing to 
return to steel and road transport, it raises a formidable 
obstacle to’ measures that Her Majesty’s present Govern- 
ment firmly declared to be its policy before it was elected. 


And if the Conservatives nevertheless go ahead with their: 


plans, steel and transport may find themselves faced with 
three fundamental changes of organisation—nationalisa- 
tion, plain, de and re—within some eight years. No 
One, socialist or non-socialist, really wants that. The 
control and management of basic industries cannot be 
disturbed with every change in the tide of politics. If 
the parties are unable to avoid this result, the British 
Party system is in decay. 


‘ The Situation is serious enough for some people who 

Ton. Uke nationalisation nevertheless to regret that the 

_ ever advocated denationalisation. The proposals 

or steel and transport are, it is said, an unjustified 
f 


departure from the British political tradition. This 
attitude carries more weight because it fits in with prac- 
tical considerations: there are undoubtedly Conservative 
leaders who would gladly be rid of one or other of the 
proposals. That is the measure of the power of obstruc- 
tion that the narrowness of the party division gives to 
Labour. But the Government’s difficulties over its time- 
table ought not to be confused with an assertion of 
principle. To say that no incoming government should 
have the right to undo what its opponents have done ill 
would bé just as foolish, and nearly as destructive, in 
the long run, of the efficiency and stability of British 
democracy, as to establish the practice that every new 
government should repeal in toto all that its predecessors 
enacted. Neither extreme position is tenable. 


* 


Historically it is true that governments rarely have 
reversed their predecessors’ measures, however strorigly 
those were opposed before they became law. But a 
generalisation is not the same thing as an established 
rule. In British constitutional practice, precedents create 
conventions only when, as an eminent authority has put 
it, they are recognised to have created conventions. And 
hitherto there has been no recognition in this case. The 
Labour party followed no such rule when, as soon as it 
gained power, it repealed the Trade Disputes Act of a 
prewar Conservative government. Independent opinion 
did not condemn the Tories’ present denationalisation 
proposals as unconstitutional when they were declared 
in opposition. To have doubts now is not to respect 
constitutional principles. It is faint-heartedness. It 
arises simply because Labour in opposition has bared its 
teeth in defence of its Iron and Steel Corporation and 
Road Haulage Executive. 


The reason for this ferocity is plain. It is Labour’s 
lack of policy. Defence of what the last government did 


is the only thing on which all sections of the party can. 


unite with enthusiasm. The poorness of the motive does 
not make Labour’s attitude any less important—par- 
ticularly when its chances of forming the next govern- 
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ment are so good. But the fact that a bewildered party 
clings so bitterly to what is familiar to it is no basis for 
erecting a new constitutional principle. It is not a reason 
for limiting the freedom of government action that is 
one of the characteristics of British parliamentary 
democracy. 


The significance of Labour’s reaction is simply that 
it illustrates one of the practical reasons why govern- 
ments are and should be cautious in reversing their 
predecessors’ measures. Whether the measures in 
question have worked well or badly from their authors’ 
own point of view, an open and direct reversal of them 
hits the defeated party at a tender spot. It rubs in the 
election defeat. Inevitably, it stirs strong emotions in 
any ‘politicians, even if they are reasonable and dis- 
interested as politicians go. It encourages them to strike 
attitudes and commit themselves irresponsibly to repeat 
what they did five years ago in circumstances, perhaps 
five years or more ahead, that no-one can foresee. 

These are overwhelming reasons for caution, but they 
are not excuses for inaction. Politicians. will always on 
slight provocation strike attitudes and at times oppose 
irresponsibly. If a government were never to do anything 
that encouraged these things, it would do nothing. It is 
not the main duty of Ministers to keep their opponents 
on the narrow path of political moderation—even 
opponents far less inclined to stray than the present 
Labour leaders. 


It is not only legislation that can be reversed. In 
practical politics, there is no sharp dividing-line between 
legislation and administration. And the denationalisation 


The Mark of the Age 


| 
| 
The submarine telegraphic communication between 
England and Ireland was completed on Tuesday... . 
Though the Legislature, therefore, stand still, or even 
under the guidance of Lord Derby try to retrograde, the 
business of life goes forward with an accelerating velocity. 
| Discoveries in science and improvements in art are not 
dependent on Parliamentary enactments. The laws that 
call them into existence in all times and places are 
perfectly effective ; they are never put on half-pay, and 
- their operation is not to be suspended by any supineness, 
neglect, or even active opposition from any quarter what- 
ever. In conjunction with them new trade springs up, 
new business is carried on, more people can find the 
means of subsistence, more children are born, more grow 
up, more are ready and willing to seek new homes in 
other lands, and society expands and fills more and more 
of the surface of-the earth. ... Material improvements, 
strange and unexpected, mark the age, and they are not 
confined to any one country. In various parts of the 
Continent and in the United States, railroads and tele- 
gtaphs, the two most conspicuous modefn inventions, are 
almost as common as in England. Never, perhaps did 
two great and remarkable improvements come so rapidly 
into genera] use. Society was everywhere ready to adopt 
them. They are congenial to it, and have become parts 
of it. They belong not to any one country, but, like 
trade, to every country. They are everywhere, or will 
become everywhere, parts of that society of which trade 
is another part, to which legislation, whether in Russia 
or in England, in the United States or in Japan, must be 
adapted. There are some elements, then, of society, some 
of its parts which are growing and extending, common to 
every community, and which all over the world will in 
| time effect a considerable conformity of legislation. 
i 
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of steel and road haulage do not anger the Labour party 
more, or make it react more irresponsibly, than the health 
service charges. Anything new that a government does 
is in some measure a reversal of previous policy. |; 
is by implication a criticism of the previous government 
and can, if the opposition is sensitive and arrogant 
enough, provoke resentful threats to restore the statys 
quo at the first opportunity. 

. 


The conclusion of this argument is plain. There jg 
no escape from the present party deadlock over stee! and 
transport by trying to establish a principle that eoverp- 
ments should leave undisturbed what others have done. 
This is not to say that a game of roundabout and round. 
about can be allowed to develop. It would produce, in 
the case of nationalisation, denationalisation and re- 
nationalisation, little short of chaos in: industry. How 
can this danger be avoided, or at least limited, b\ more 
flexible rules ? Four points suggest themselves. 

1. Fair warning : This is the field where the doctrine 
of the mandate is most clearly applicable. The reversal 
of existing legislation cannot be an unforeseeable jssue : 
in all but the most exceptional circumstances, a govern- 
ment is justified in undoing its predecessor’s work only 
if its election programme has plainly said so. 

2. Moderation : Whatever the mandate, reversals of 
previous legislation should be moderate in scope. If a 
government should want to scrap an overwhelming part 
of what the other party in the state has done, the national 
unity underlying political differences would already be 
broken and democracy would be in peril. Neither party 
can afford to run any risk of creating such an impression. 

3. Fair trial: The repeal of legislation, however 
fundamental the objections to it expressed in debate, 
must be rejustified by evidence that the legislation has 
in fact worked badly. Repeal is highly questionable if 
the case for it has grown no stronger with experience. 


4. Constructiveness : Repeal still cannot be justified | 


unless the alternative to the existing legislation is 
promising. No government should embark on undoing 
its predecessor’s measures without a reasonable expecta- 
tion that, by the time Parliament has run its natura! term, 
there will be a clear improvement to show for the upset 
and risks. 


The Tories’ present proposals easily pass the first 
three of these tests. Denationalisation of steel and road 
transport were promised at the election. They undo 
only one item and a portion of another item of the | abour 
government's vast mass of legislation. The portion of an 
item—nationalisation of road haulage—has had little 
relation, in practice if not in theory, to the main effect of 
the Transport Act, which was to nationalise the railways 
And it is no secret that the one full item—steel naiionall- 
sation—is a measure that some Labour Ministers them- 
selves opposed and that was deliberately designed 10 
satisfy socialist enthusiasm rather than to make any real 
reform in the industry. Finally, many liberals and 
independents share the Tories’ view that nationa/isation 
in these industries has not worked well so far and has 
shown little promise. 

It is by the fourth test that the Tories are in danger 
of failing. Neither for steel nor for road transport have 
their alternatives to nationalisation yet been worked out 
in detail. But what has been revealed about the broad 


nature of their schemes is disquieting. They do ™% 
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promise a regime of efficient, itive enterprise 
instead of state mo . . They offer little hope of 
solving the problems of steel and transport that national- 
sation has failed to solve; Yet this is surely the critical 
vest from the constitutional as much as the economic point 
of view. 

If the denationalisation measures are ill-designed, 
Labour will enjoy itself in opposition and work itself into 
, position where it is absolutely committed to re- 
nationalise. But if denationalisation is after all well 
thought out, if it proves to offer real scope for lowering 
the cost of steel and transport, the Labour party will 
discover that irresponsible opposition yields electoral 
losses. Its leaders may by 1955 be announcing magnani- 
mously that for the sake of industrial stability they will 


Commonwealth Development—II 


Two Basic 


+ HERE is no doubt that the potential resources of 
the Commonwealth are vast, and some indication 
of their vastness was given in the previous article. But 
the mere existence of resources is not an overwhelming 
argument in favour of development. A vital considera- 
tion, particularly for countries dependent on international 
trade, is cost. The United Kingdoni has néver bought its 
imported raw materials or foodstuffs regardless of cost. 
Preferences have been given on certain commodities 
from the Commonwealth ; but they are not large and 
have not been given for long. Indeed, it is vital that 
Britain should buy its requirements -in the cheapest 
possible market. Britain is as dependent on its export 
trade for solvency fully as much as it is dependent on 
imports to ptevent mass unemployment and mass 
starvation. The imports have to be paid for by exports, 
and the exports have to sell in world markets. Britain’s 
manufacturers have to accept world prices for what they 
sell, and they cannot afford to pay more than world 
prices for what they buy. To be sure, these truths 
have been somewhat obscured by the universal sellers’ 
market of recent years. But competitive conditions are 
beginning to return and in a country committed to high 
employment, manufacturers cannot afford to pay inflated 
prices for their raw materials. It is wise to proceed with 
development in the Commonwealth only where the 
resulting supplies will be available at prices no higher 
than other producers will demand. 

This is not the interest of the United Kingdom alone 
but of the primary producers in the Commonwealth as 
well. No country to be linked to a single market. 
If primary production in the dominions and colonies is 
to be expanded, the main market for this extra output 
will doubtless be in Great Britain ; but the producers 
will also want to be able to sell elsewhere, and for that 
they must be able to produce at competitive prices, with- 
Out too great a degree of e on the preference 


they may enjoy in the British market or on any other 

‘vices for getting more than the world price. . 

All this is familiar—though it is often forgotten. But 
‘cent years have brought one important new element 
‘Nto the picture. What is the world price for a com- 
modity ? To a large extent, there now tend to be two 
“ond prices—one the price that is offered and accepted 
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let.denationalisation of steel and road haulage be. In the 
state things have now reached, that is surely the result 
which Conservatives who look beyond narrow party 
jnterests, as well as independent opinion, should hope for. 

It involves for Ministers an extraordinarily difficult 
cask: essentially, they are required by the wisdom of 
their own measures to shame the Labour party into a 
sense of responsibility, Success in such an endeavour 
cannot be guaranteed ; it is an open question whether, 
when it is rent by internal quarrels, the Labour party 
is capable of shame. But genuinely to make the endeavour 
will at least justify the Tories in their decision to repeal 
two bad pieces of legislation. Otherwise, it might be 
British democracy that would be thrown off the 
roundabout. 


Conditions 


when payment is made in dollars or in other hard 
currencies convertible into dollars ; the other (and higher) 
price the one that prevails when payment is made in 
one of the “soft” currencies which, convertible in 





250 250 





DIVERGENCE OF STERLING AND DOLLAR PRICES IN 195) — 
(US Price = 100) 


various degrees into each other, are not convertible into 
dollars.. This divergence between dollar and sterling 
prices for similar commodities was particularly marked 
last year ; sterling prices ranged from 20 per cent higher 
for hemp to over 100 per cent higher for copper. The 
differences for selected commodities are shown in Chart 
I. But last year was exceptional and it would be unwise 
to expect such large premiums for sterling supplies to 
continue. Generally, sterling prices have been only about 
10-124 per cent above corresponding dollar prices. 


If these conditions are likely to persist indefinitely, 
then the requirement that development in the Common- 
wealth must be able to justify itself competitively is 
lifted in a significant degree. It is not removed 
altogether ; for Commonwealth supplies must. still 
compete with other non-dollar supplies. Nor can the 
gap be. very large; for the Commonwealth primary 
producers will wish to sell part of their output in dollar 
markets—indeed, in many cases it may be essential that 
they should do so ; and the British manufacturer, in his 
turn, will have to sell part of his production in dollar 
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markets, where it will compete with goods made from 
cheaper materials. Sterling commodities cannot there- 
fore afford to be more than a little more expensive than 
dollar commodities. There cannot be any wholesale 
development of commodities that at present have to be 
imported from the dollar area. Each commodity will 
have to be decided on its merits. If zinc can be produced 
in Nigeria at only slightly more than its cost of produc- 
tion in Mexico or in the United States, then a case can 
be made out for its development. But only in exceptional 
circumstances should development be pursued if costs 
are very much higher than in competing areas. 


Nevertheless, the persistence of a division of the 
world’s currencies into hard and soft, with imperfect 
convertibility between them, does create a certain added 
margin of potential profitability for Commonwealth 
development. But will this division persist indefinitely ? 
Few things are harder to predict—and yet more 
essential to know as a basis of assumption. The official 
policy and hope is to restore the full convertibility of 
sterling. It seems reasonable to suppose, however, that 
even if sterling becomes officially convertible, Britain 
and the other non-dollar industrial countries of the world 
will have to watch very carefully the volume of their 
dollar purchases. Even if it is not enforced by exchange 
control, there will remain a strong bias in favour of 
purchasing where payment does not have to be made in, 
or the purchase money converted into, dollars. This 
should translate itself into a margin of protection, 
per undefined and inarticulate, for the Common- 
wealth producer. But it is rather a shadowy foundation 
for expensive schemes of development—hardly enough 
to justify proceeding in cases where the basis of profit 
would entirely disappear if the globe became one world 
again in matters of finance and commerce. 


* 


There remains the second basic condition that will 
have to be observed if there is to be a great expansion 
in Commonwealth development. The dominions are 
independent countries, and even the colonial territories 
are being granted more and more independence in their 
domestic affairs. These countries cannot be told to 

, develop ; they must accept development as part of their 
economic policy. This is not just a matter of granting 
leases or arranging royalties. The government of the 
area must actively help in the project. Development is 
not always the simple matter of erecting a new mine or 
ploughing up virgin grassland. It often involves build- 
ing mew towns, providing all the necessary public 
services, including schools and roads. Further there 
must be no threat of nationalisation as soon as the 
project shows that it can pay its way. But the problem 
is even wider than that. The expansion of secondary 
industries can be a natural development, such as 
the movement of metal refining from the consuming 
to the producing areas. Since the great depression of 
the 1930's, however, many primary producing areas 
developed consumer industries in order to diversify their 
economies and to make them more stable in times of 
economic upheaval, and some.of these new industries 
are dependent on imported raw materials. This tendency 
was stimulated during the war, when these countries were 
cut off from their normal sources of imports of manu- 
factured goods, and it has continued since the war. Some 
idea of its extent can be seen from Chart II which shows 
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the percentage increase in industrial output relative to 
agricultural output in 1950 compared with prewar years 
~ a members . Sate eee, mwealth. 
f a country is to develop its primary producti 

it must be willing to export its seen and 7 
receive in return goods that it-cannot produce so 
efficiently itself. This does not mean that all secondary 
industries in the primary producing areas must close 
down. It does mean that their development must not be 
artificially stimulated. The benefits of international 
division of labour encouraged by expanding international 
trade have been forgotten in recent years. But the history 
of Britain during the last 1§0 years has proved that these 
benefits exist ; indeed, were it not for international trade 


the British people would have a much lower standard 
renee rer errrrererrecrecr neste eas, 
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Agricuttural pane 
Countries where industrial output has.increased more than agri- 
cultural output lie above the diagonal line; in those countries farther 
away from the diagonal, industrial output has increased relatively 
more than in those countries nearer it. If countries had expanded 
riculture more than industry they would have been below the 
iagonal. 
of living than at present. And this lesson will also have 
to be observed by the other members of the Common- 
wealth. They will need to a jate that a development 
plan, designed to expand dulic aheects, has direct im- 
plications for their imports also. They will have to ask 
themselves how—that is, m what goods—they are to 
receive payment for the additional exports they send out, 
or—to put the same truth in another way—how their 
potential customers are going to be able to buy from 
them except by selling more to them. 

The Commonwealth, then, has vast resources, some 
of which have been developed and others remain to be 
developed. The two particular questions to be answered 
at the outset are, first, what resources can be developed 
at a cost not much above that in competing areas, pat 
ticularly in the dollar area; and secondly, whether the 
countries concerned will permit and encourage this 
development and accept imports in payment for these 
exports? If the answers are in the affirmative—and 
again it must be emphasised that dev nt must be 





studied commodity by commodity and area by area. and 

i m og policy—other equally 

important problems remain to be solved. And the first 

is whether long-term markets exist for this extra output 
(To be continued) 
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NOTES OF THE WEEK 


Bevan versus Attlee 


When the Labour Party reassembles at Westminster 
next week for the last two months before the summer recess 
it will have to sort out a new version of the Bevan contro- 
versy. In the past Mr Bevan has tried to preserve some, at 
least, of the formalities of a dispute about things, not about 
persons. But just before Whitsun the Bevanites launched a 
direct and outspoken attack on Mr Attlee’s leadership. In 
Tribune, the periodical edited by Miss Jennie Lee and Mr 
Michael! Foot, Mr Attlee is accused of having endangered 
the unity of the party. He is charged with having thrown 
over, in the last debate on foreign affairs, the Labour party 
executive’s declaration demanding that further talks between 
the four powers should precede amy German rearmament. 
That policy was attacked by Mr Eden, and Mr Attlee in his 
reply sought with remarkable deftness to bridge the obvious 
gap between the executive’s statement and the policy which 
the Labour Government had followed in power. 


The open attack in Tribune was supported by a more 
subtle move in the House of Commons, where the Bevanites 
secured close on sixty signatufes to a motion calling for the 
adoption of the national executive’s policy. The very tabling 
of this motion by the back benchers of the Opposition can 
only imply that, in their view, the front bench is not doing 
its job. The Bevan controversy has become a direct chal- 
lenge to Mr Attlee’s leadership as well as to official party 
policy. 

Dr Dalton’s name was not on the motion about Germany, 
but he is undoubtedly playing an increasingly active role 
in trying to swing the Labour party decisively against Ger- 
man rearmament—and to make a personal come-back. The 
issue gives him a link with Mr Bevan which may become 
important in the internal politics of the Labour party. If 
they intend to hunt together for power some strange things 
may happen. Personalities apart, the question of German 
rearmament is a far more fundamental division of opinion 
than that about the degree of rearmament. And while Mr 
Bevan may not have succeeded in his avowed intention of 
ending the period of bipartisan foreign policy in the 
Commons, he is certainly putting an end to any such unity 
of opinion within the Labour party. 

The effect of these repeated attacks on the party leader- 
ship is likely to be all the more grave because the attackers 
have no clear-cut programme, particularly on economic 
affairs, to offer inst The Labour is now in 
imminent danger of finding itself, if not utterly leaderless, 
at least with its leadership more weakened and divided 
than at any time for the past twenty years. It is feeling the 
loss of Ernest Bevin and Stafford Cripps even more 
keenly now that it is in opposition than it did in its declin- 
ing months in office. As the perspective lengthens those 
two stand out more and more clearly as the real architects of 
the policy of the postwar Labour party, and the gap has 
certainly not been filled from either wing of the movement. 
Mr Attlee is a skilled and highly respected leader of men. 
But he is not a leader in policy. His great contribution to 
the Labour party was his ability to get the policies of Mr 
Bevin and Sir Stafford carried out despite the existence of a 
powerlul opposition to their ideas within the ranks of his own 
‘upporters. His problem now is that he has been left with no 
such policies to put across. 


* * * 


Arms and the Unions 


_ [he General Council of the TUC showed courage in 
rebuking last week all the opponents of rearmament within 
‘he trade union movement, Its statement divided the 


she against the present rearmament programme, which 
ve now been registered at the annual conferences of a 
succession of unions, into two categories. There are the 
Communists “ who, because the object of their first loyalty 
exists outside this country, have been consistently opposed 
to any rearmament of the free nations.” And there are, 
secondly, people who think “that rearmament is a luxury 


' which can be taken up, materially modified, or discarded at 


will ”—in short, the Bevanites. The TUC rejects this view 
as decisively as ever. It maintains that the rearmament pro- 
gramme, though it may have to be modified, must be carried 
out at all costs and whatever happens. It rejects the theory, 
$0 popular in the unions, that Britain’s economic troubles are 
caused by rearmament. 


In saying these things the TUC fulfils an important and 
obvious public duty; it knows that most trade unionists 
would still, if the issue were put in this form, support the 
foreign policies that Mr Eden has inherited from Ernest 
Bevin. Unfortunately the organisation of the trade union 
movement makes it inevitable that the TUC should speak 
late in the day—after many unions have passed their resolu- 
tions calling for less rearmament. And, as the electricians 
and foundryworkers have shown this week, the TUC cannot 
change the opinions of unions whose delegates have already 
made up their minds. 


The difference between the principal union leaders 
assembled as the General Council of the TUC and the 
individual unions is not, on an issue of this kind, sur- 
prising or necessarily disturbing. The TUC takes, at times, 
a national view ; the unions think first of how rearmament 
affects the interests of their members, which they exist to 
— The national committee of the Amalgamated 

ngineering Union would probably never have voted against 


rearmament if a voluble few had not managed to convince. . 


a great many engineers that rearmament threatens to disturb 
their livelihood. It is significant that the National Union 
of Mineworkers, which is often more rebellious than the 
AEU, does not propose to discuss rearmament at all at its 
forthcoming cialacaaes the miners do not feel personaily 
affected one way or the other. When narrower interests 
determine so many union attitudes to political questions the 
direct influence of the TUC is bound to be small. It is 
to the political leaders of the Labour movement that the 
unions look for: guidance on rearmament, and until the 
Labour party as a whole has made where it now stands 
more certaif’ the disagreement between the TUC and many 
of its constituent unions will continue. The Council’s pro- 
nouncements on foreign policy will carry regrettably little 
weight with those they are aimed at. 


* * * 


On the German Frontier 


The measures now being taken to create a no-man’s land 
along the 400-mile frontier between East and West Germany 
point clearly in two directions. First, the Communists and 
their Soviet advisers are intent less on sealing off their zone 
than on controlling access to and exit from it. When 
Grotewohl and y talk of stopping the influx of 
mischief-makers they should be taken seriously ; for much 
propaganda goes in to Eastern Germany and much informa- 
tion comes out of it. But a complete sealing off would mean 
the end of illegal trade which is vitally important to the East 
German economy. Secondly, it is apparent that the Russians 


. intend to thrust the East German government more and more 
the 


front jn dealings with the West in Germany. It must 
expected that control of eastward movement will fall 
more and more into German hands, and that the western 
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governments will find themselves forced to negotiate with 
the regime and not with the Soviet occupying power. That 
is a prospect about which the Americans, British and French 
should do some hard thinking now—not forgetting Korean 
precedents. 


The Russians and East Germans are playing their cards - 


slowly, and will certainly keep something up their sleeves 
for the period when Dr Adenauer’s agreements with the 
West come up for ratification. They can do many things to 
nake West Germans think that unity is fading further into 
he distance while saying things that make it seem still pos- 
ible. For there are insufficient honest men in West German 
politics to point out that the division and rearmament of 
Germany were begun by the Russians. 

The action taken against the Communist broadcasting 
station in the British sector of Berlin was a quite justified 
gesture in the circumstances of the last three weeks. There 
s continuous danger of incidents arising as the Soviet cordon 
round the city is tightened ; and one positive move from 
the western side which obliges the other side at least to 
negotiate is the only way to show firmness. Although there 
is still no sign that this is more than cold war of the familiar 
kind, the greatest restraint in action and language is called 
for. 


I 
I 
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* * * 


Police and Partisans 


A real trial of strength is now on between M. Pinay’s 
government and the French Communist party. M. Duclos, 
the Secretary-General of the party, is in prison and last 
weekend the police raided the national and several regional 
headquarters of his followers. They were searching for 
evidence of an attempt against the internal security of the 
state. The clash in the streets of the capital which began 
the trouble seems to have been a calculated challenge to 
the Paris police ; the party had had fair warning that demon- 
strations against the arrival of General Ridgway to succeed 
General Eisenhower would be suppressed, and it replied by 
turning out its trained bands—as ugly customers as any 
European city can produce. Thése were not by any means 
the first bagarres of this kind, but it is a long time since 
a French government reacted so vigorously and with so much 
popular support. Our Paris Correspondent describes in an 
article on page 661 the background to these happenings. 


The Government’s action will, of course, be criticised and 
every liberal-minded person will keep a sharp eye on how 
police forces are used in countries where the political trend 
may be towards the right. But it must not be overlooked 
that, if the police do not maintain order against the Com- 
munists in the cities, then others will start doing it for them, 
as happened in the Weimar Republic. Stern enforcement 
of law by Ministers of the Interior responsible to parliament 
is a legitimate and necessary part of the defence of demo- 
cracy ; and the more efficient and organised the forces of 
disorder become, the more efficient and organised the forces 
of order should be. The aliernative is the appearance of 
the storm trooper and a gradual drift towards personal 
dictatorship. 

With the Fascist experience to look back on, Signor de 
Gasperi’s government has used this lesson for Italy. The 
special gendarmerie, called Celeri, are now treated with 
respect by street fighters of both Right and Left. Germany 
and Japan may be facing the same problem at any moment. 
It is puzzling to the layman that so little has been done 
to provide the police with ways of resisting violence which 
would be effective but not brutal. Hoses using dyed water 
are surely not the last word on the subject. It is difficult 
to believe that scientists could not help in the search for 
weapons which would reduce the risk that the maintenance 
of order should lead to irresponsible brutality by exasper- 

ated policemen. Is there anything specially democratic about 
hand-to-hand fighting ? 


Syngman Rhee and the Korean War 


Whether or not the North Koreans and Chinese Com. 
munists intend to launch the military offensive for which 
they have been building up capacity, the United Nations 
now have plenty of trouble behind their lines in Korea. Ip 
addition to the extraordinary incidents on Koje Island 
(where it seems that Communist prisoners of war are now 
being intolerably “provoked” by being deprived of their 
right to fly their own flags and deck the camp with political 
slogans), there is the much more serious affair of the conflict 
between President Syngman Rhee -and the South Korean 
Assembly which has resulted in the arrest of a number of jis 
members. 


Under the constitution the President is elected by the 
Assembly and Dr Rhee’s term of office is due soon to come 
to an end. He has been on bad terms with the present 
Assembly, which was elected in May, 1950, just before the 
outbreak of the Korean war, and his chances of being re- 
elected by it are slight. He has now resorted to coercion and 
intimidation in an attempt to crush parliamentary opposition 
to his rule. This is a scandalous state of affairs in a country 
which is nominally democratic and owes its survival to its 
protection by the UN armed forces. The situation justifies 
measures by the United Nations’ Command to compel 
President Rhee to observe the constitution even if it means 
his own political eclipse. As a political figure, he is worthy 
of respect for his struggle in early life against the Japanese 
oppression of his people (when he was imprisoned and 
tortured by the Japanese), for his stubborn perseverance in 
éxile to obtain international recognition for the Korearl 
national cause, and for the energy with which he has tackled 
very difficult problems of government since his return to 
Korea. Unfortunately he has reached a stage of self-import- 
ance in which he regards himself as indispensable for the 
salvation of Korea and all opposition to him, however legal 
and constitutional, as treason. 


The United Nations’ Command and the governments 
associated with it cannot be expected to share this view. Its 
army is in Korea to protect the Korean Republic against 
external aggression, and in consequence also against any 
Communist-instigated insurrection behind the lines aiming 
at the overthrow of the recognised government ; but this 
protection cannot extend even indirectly to support of Presi- 
dent Rhee against a body which has the constitutional right 
to remove him from office. There is naturally the greatest 
reluctance among the UN governments to intervene in any 
way in the Republic’s internal affairs, for it is their aim to 
enable the South Koreans to preserve their independence ; 
but they cannot remain indifferent if there is civil strife on 
their lines of communication, and they cannot go far wrong 
if they take their stand on the constitution which the South 
Koreans themselves have freely adopted. 


* * » 
No Easy Way 


Lord Woolton’s speech in the recent House of Lords 
debate on the working of the Town and Country Planning 
Act gave a hint that the Government may not amend the 
financial provisions of the Act so “ drastically ” as its clection 
manifesto implied. If this means that the Conservatives 
recognise the need for continuity in town planning policy, 
it is all to the good. Unfortunately, it is more likely to mean 
that only a superficial solution will be found for the Acts 
grave defects. The discovery that agreed claims for com 
pensation under the Act total no more than. {360 millions, 
compared with the £300 millions available for this purpose: 
suggests the possibility of an easy solution. Why not pay Ul 
compensation (preferably in full) as provided by the Act. and 
then set to work to modify the objectionable features of the 
present system of development charges? 


The Goyernment will be sorely tempted to take this cours®, 
which would arouse no political heat, especially since the 
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compensation is due to be paid-mext year and no major 
amendment would be necessary immediately. Yet the results 
would be bad. 


It has become clear that the payment of compensation, 
even in full, will not persuade owners to sell their land at 
prices which contain no element of profit. They have no 
incentive whatever to do so. The type of land market 
envisaged by the 1947 Act cannot be created, and the reasons 
for compensating owners once and for all for the removal of 
development value are largely vitiated, since development 
values cannot be effectively removed. But if the Treasury 
had paid out a large sum in compensation, it would hardly 
be prepared to sanction the complete abandonment of 
development charges. To do so would involve public finance 
in a wholly ‘unwarranted loss. And greatly to reduce the 
incidence of development charge without abandoning it, 
would not prevent it from acting as a tax on development and 
improvement of property. 

. 


Both sides of the present equation are in fact badly 
designed. Owners who have no intention of developing are 
compensated and many would-be developers are frustrated. 
But the whole tmistaken scheme hangs together. If com- 
pensation is paid on the present basis, it seems almost certain 
that the worst features of the development charge will be 
permanently preserved. 


The Government should fully recognise that the basis of 
the 1947 Act—the public acquisition of all development 
value in land—has proved to be unworkable. The advan- 
tages of a return to the principle of a free land market, 
coupled with much stronger safeguards for the interests of 
town and country planning than existed before the war, are 
becoming increasingly apparent, even to some town planning 
officers. The Government should not prejudice the possi- 
bility of a rational and. comprehensive solution by sanctioning 
large payments in aid of a mistaken objective now. 


* * * 


The Flat Rate Principle 


The Family Allowances and National Insurance Bill 
passed through all its stages in the House of Commons before 
Whitsun—without controversy, without rancour, without 
heat. The only amendment that has been made to its 
original provisions took place on the report stage. It con- 
cerns the Industrial Injuries Act. Most of the benefits under 
thar Act were already being increased by about 25 per cent 
by the new Bill. The effect of the amendment is to increase 
by the same amount the constant attendance allowance pay- 
able in cases of severe disablement. 


The political harmony that has accompanied the Bill does 
not, however, mean that,either party is entirely satisfied 
with it. Several members pointed out that the new insurance 
benefit and basic retirement pension of 32s. 6d. a week will 
Stull De 2s. 6d. below the basic national assistance payment 
of 35s. The assistance payment covers the cost of sub- 
sistence excluding rent, for which an additional allowance 
is made, and the rate is based on the cost of food, clothing, 
‘uel, light and household necessities. Higher prices for 
these have brought the assistance payment to a level 46 per 
cent above that of 1948—which includes a margin for further 
rises in the coming months. In fixing the new level of 
insurance benefits, on the other hand, Government has 
taken, as did its predecessor in raising retirement pensions a 
year ago, the whole index of the cost of living, which shows 
a rise of only 23 per cent since 1948. 


[vis clearly inappropriate that insurance benefits should be 
related to the same index as wages, and the Government has 


admitted that when the review of the whole scheme takes 
place other index numbers may be devised. But the Govern- 
ment had na need to rely on index numbers to justify the 
new level of benefits... Higher benefits, as the Minister 
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ted out, mean higher contributions. If the benefits were 

equal the assistance scales, the increase in contributions 
would have to be 50 per cent more than the Bill already 
provides for; Mr Peake and his two predecessors in office 
all declared that the contribution is becoming too big for the 
small wage-earner and self-employed person. “I do not 
think,” said Mr Griffiths, “ that we can sustain the flat rate 
contribution system much longer.” It looks in fact as if 
Britain will be forced by its depreciating currency to adopt 
the system, used in most other countries, of relating con- 
tributions and benefits to earnings. 


* * * 
Charges in Force 


The health service has already provided some classic 
examples of the hardships that are caused by a universal 
scramble for rights when there is not enough to go round. 
The provision of free dental treatment for the whole popula- 
tion deprived schoolchildren of their priority dental service. 
For,some time they were also left well behind in the race 
for spectacles. The provision for the whole population of 
free treatment in hospit-’3 has deprived the aged poor of 
their former right to die there. 

The hitherto unlimited right to free drugs and medicines 
has produced overcrowding in doctors’ surgeries and, in 
consequence, often inadequate consultations. As the new 
Minister of Health said at the weekend, if the pre¢triptions 
charge, which with the other charges came into force on 
June 1, reduces the demand for drugs and enables doctors 
to give better attention to those who really need their care, 
it will be a great gain. On the other hand, though it may 
redress the balance in this respect, the charge will provoke 
grievances among those who before 1948 never had to pay 
a penny for their medicines—the twenty-four million con- 
tributing under national health insurance, old age pensioners, 
and even nurses, for whom free drugs from their hospital 
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dispensary have always been a‘legitimate perquisite of —s 
Ail these are now paying the price of Labour’s determinat 
to provide a “free” service for everyone. 

This does not mean that these particular classes should 
be exempt from the charge in present circumstances. Real 
hardship will be prevented by the Assistance Board, which 
will repay any of the new a in cases of poverty. But 
the squeezing out of anyone from his previous privileged 
place does underline the need for the Conservatives’ declared 
policy of priorities, not only in the health service but in all 
the social services. All the charges have been imposed so far 
purely for Budget reasons. Mr Macleod now says that he 
intends to watch their effect on restoring essential roe 
If they do have this effect, they would be justified quite 
apart from their immediate purpose of serving the policy of 
disinflation. 


* * * 


The Fall of Mme. Pauker 


Until last week the major luminaries in the Rumanian 
Communist party appeared to pursue a somewhat less hectic 
course than some of their opposite numbers in other subject 
states of Eastern Europe. Now, however, with the startling 
fall from grace of Mme. Ana Pauker, the concealed tensions 
and discords within the party are more clearly revealed. 
Mme. Pauker, it is true, apparently retains her posts as vice- 
premier and foreign minister; but she has been moved 
from the real seats of power in the Party Politburo and 
Secretariat. She has been openly accused of both leftist 
and rightist deviations ; and at the meeting of the Rumanian 
Assembly last week, she was observed seated in a lowly 
place, a shadow of her former self. To judge from past 
precedents, her complete eclipse is only a matter of time. 
Those disgraced with her include two strong men of the 
Party: Vasile Luca, Vice-Premier and former Finance 
Minister, and Teohari Georgescu, Vice-Premier and Minister 
of Home Affairs. 


One can only guess at the reasons behind these precipitate 
somersaults from power. But the most nt theory is 
that Moscow has thrown Mme. Pauker and her colleagues to 
the wolves in an attempt to palliate popular discontent at 
the grave and growing economic crisis. The currency reform 
of last January is known to have seriously miscarried. It 
has failed in its object of alleviating food shortages, inflation 
and industrial unrest, and has still further antagonised the 
peasants whose savings it wiped out. Vasile Luca is accused 
of open and direct sabotage of the monetary reforms and of 
the regime’s economic plans. Mme. Pauker and Georgescu 
are accused of encouraging Luca and of conniving at his 
misdeeds. 

Moscow’s choice of who shall be a propritiatory victim 
and who: shall remain in authority seems to have been 
guided by its wish to make the greatest possible appeal to the 
Rumanian people. Of the two chief victims, one is a Jewess, 
the other is of Hungarian origin ; both are known to have 
strong ties with the Soviet Union. Their former rival, 
Gheorghiu-Dej, who has been promoted from vice-premier 
to. premier, is a pure Rumanian ; like Gottwald in Czecho- 
slovakia, he is regarded much more as a “ native son ” than 
as a Moscow man. The pattern, indeed, bears a striking 
resemblance to the recent purges in Czechoslovakia ; there 
als6, it was the Jew and the staunch Moscow man who came 
to. grief. It looks as if ‘Moscow is reacting to popular dis- 
content among its satellites by an attempt to disguise: the 
iron hand of Soviet control in a velvet glove of nationalist 
and chauvinist appeal. Rumania would seem well-suited 

to such a policy, since, thanks largely to the work of Vasile 
Luca, the whole economy is thoroughly impregnated with 
Soviet technicians and advisers. If this theory is correct, 
thie fall of Mme. Pauker and Vasile Luca provides perhaps 
the most impressive example yet of the completely cynical 
opportunism of the men in the Kremlin. 
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From Scarcity to Surplus 


Eighteen months ago when the Korean commodity boom 
was rising to its peak, manufacturing countries were faced 
with the prospect of unemployment because there appeared 
to be insufficient raw materials to go round. Now, mos 
primary producers are confronted with the spectre of sur- 
pluses, although prices are generally still above their pre 
Korean level—prices of only four commodities, woo], 
Egyptian cotton, shellac and tallow, have fallen below it— 
and although output of most materials has increased only 
modestly. Price itself is no guide to profitability ; the vital 
relationship is that between price and cost. The price- 
inflation generated by the scramble for stypplies was in fact 
converted into a cost-inflation in primary producing countries 
and although producers are receiving much more for their 
output than they were in June, 1950, their profit margins 
have almost vanished. 


The major item of costs in primary production is labour, 
and wages are notoriously difficul t to reduce. Even wages 
based on a sliding scale geared to the price that the par- 
ticular commodity fetches in the world market are seldom 
reduced, no matter what happens to the pice. And politi- 
cians seek salvation in international commodity schemes. In 
the 1930’s trading in practically every major commodity was 
controlled by some form of international agreement. At 
present a scheme for cotton is being studied, another for 
rubber will be studied shortly; the tea and sugar agreements 
exist but are not as yet in operation ; the international wheat 
agreement due to expire in July, 1953, is expected to be 
continued for another period of four or five years. .Tin at 
the moment is in a happy position, for its price is virtually 
pegged at a profitable level by the American Government. 
Commodity schemes are again becoming the vogue because 
they provide an easy solution to what is otherwise an awkward 
political problem, and more will be heard of them in the next 
twelve months. 


The case for an international control scheme, and likewise 
the form of such a scheme, must be decided on its merits— 
both political and economic—commodity by commodity. 
There can be no general rule, save one. The world has not 
yet reached the state where too much food and raw materials 
is being produced to satisfy the developing needs even of the 
western world quite apart from the so-called under-developed 
areas. The expansion in American industrial capacity and 
the projected expansion in European industrial output is 4 
vivid reminder that in'a few years’ time—say, by 1960— 
the world might well be faced once more with a shortage 
of primary products. If therefore a temporary surplus 1s 
to be prevented by international agreement, such an agree- 
ment must permit a constantly expanding output to mect 
the needs of the future. 


* * o 


Western Dissrtianssat Proposals 


At the Disarmament. Commission in. New York. the 
western powers have tossed some new s into the 
ring. are c with the reduction of national 
armed forces. and have much to-commend them, The idea 
is. that-a fixed. numerical limit should be set to “ =a 
forces of the and in particular, to those of the > 
five. The collins fea We United States, China and the Soviet 
Union would be between 1 million and 1,500,000 men, 
while that for France and Britain would be between 700,000 
and 800,000 men. Sir Gladwyn Jebb, who introduced the 
proposals, reckoned that if the present American strength ' 
estimated at 3,500,000 men, it would have to be reduced by 
between 57 and’71 per cent ; and that if Soviet strength 
estimated at Mr Malik’s figure of 2,500,000, it would have ' 
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reduced between 40 to 60 cent. Here the 
Sa steal neatly hoist with 


Russians hav " : own petard, since 
their real armed strength is believed to be over 4 million 
men. 

These suggestions offer a much more practical and realistic 
approach to the problem than does the Soviet pro for 
4 straight cut of one-third in the armed uel th of each of 
the Big Five. For while the latter were’ des to per- 
petuate the present disparity between the armed forces of the 
Communist and non-Communist powers, the object of the 
new western proposals is to restore a rough equilibrium 
between them. 

It is also hoped that the mutual confidence generated by 
agreement on this one point would make agreement easier 
on other aspects of the western disarmament plan, such as 
the control of atomic energy and the inspection and gradual 
reduction of armaments. The western powers certainly do 
not improve the chances of survival of their new plan by 
insisting that it is part and parcel of the general disarmament 
plan to which the Russians are already bitterly opposed ; but 
it is hard to see how they could do otherwise. This is not 
to suggest that Sir Gladwyn Jebb and his French and 
American colleagues have been. was their time. Their 
proposals may come to naught, but they have at least regained 
the initiative which for too long has remained in Mr Malik’s 
hands. Above all, they have made an honest and construc- 
tive attempt to get on with the job. 


* * * 


Closed Minds in Durham 


“T do not think that County Durham will ever climb 
down,” said one of its councillors this week. That seems to 
sum up the council’s attitude in the closed shop dispute—a 
stand for its own sake. The practical points of difference 
with the professional organisations are now small ; but the 
council insists on trying to close at least the back door of the 
shop by requiring that applications for extended sick leave 
should be made through a trade union or professional body. 
It has again rejected a compromise proposal that these appli- 
cations should be sponsored by one representative selected 
by each group of employees. 

Rather than give way, the council seems ready to see the 
children untaught and their ailments undetected. Four thou- 
sand teachers have given notice that they will leave on 
August 31st. The doctors, too, are preparing to strike—the 
discreet formula being that the trustees of the British Medical 
Guild are “invited to consider taking all necessary steps, 
including the guarantee of financial support, preliminary to 
the collection of resignations.” The council reckons, peshiaps, 
that the Government would have to intervei.c before thi 
point were reached, and may think it would lose less face by 
yielding to “ dictatorship from Whitehall” than to thé pro- 
fessional organisations, 

Meanwhile the council’s tactics seem to be to delay minis- 
terial action as long as possible. It has not yet replied to the 
letter from the Minister of Education asking for its version 
of the facts that had been reported to her the teachers. 
And now the Labour group of the council thought of 
another way of complicating the decisions that Ministers have 
to make. The issue has now been reported to the Minister 
of Labour under Order 1376—i the hope, presumably, that 
an othcial inquiry might ministerial intervention, and 
Perhaps give an outcome more favourable to the council than 
a directive based simply on the need to maintain 
Services, In idi : 
Minister of Labour may want await the result 3 
Thomson dispute. It is true that the cases ate not parall 
—indeed, they are ite. But the decision whether or not 
an employer in has the right to insist on the open 
shop will at least influence the decision whether, in Durham, 
he can insist om the closed shop. 
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Violence in Bechuanaland 


Presumably the Government expected some disturbance 
to be provoked by its decision to exclude Seretse Khama 
permanently from the chieftainship of the Bamangwato. At 
all events it seemed a little bit too ready to play down the 
recent incidents in Serowe when three African policemen 
were killed and many people injured. As a result police 
reinforcements have been called in from Southern Rhodesia, 
and troops have been mobilised for despatch if needed. “The 
Government said. on Tuesday that the disturbances were 
the work. of a minority, led by the members of the recent 
delegation to London to press the claims of Seretse to the 
chieftainship. Only a few hundred, some of whom were 
drunk, were present at the gathering which ended in the 
violence, whereas a representative tribal meeting numbers 
several thousands; But more clashes have since been 
reported, and 100 Africans have been arrested, including two 
close relatives of Seretse Khama. 


It is odd, and perhaps a little ominous, that the disturb- 
ances should have occurred so long after the Government’s 
decision to exclude Seretse, which was announced towards 
the end of March. An immediate and spontaneous flare-up, 
which as quickly subsided when it was realised that th 
decision was irrevocable, would have been more reassuring 
for the future peace of the tribe than this delayed and 
organised demonstration. The danger is that in having te 
restore order and show its authority the local government 
will lose the chance of co-operating with the tribal leaders. 
The purpose of announcing the permanent exclusion of 
Seretse was to encourage the tribe to choose a new chief 
under whom it could settle down and through whom British 
rule could be exercised indirectly. In quelling the disturb- 
ances the British authorities may have to continue to exercise 
the direct rule that was adopted when Tshekedi and Seretse 
Khama were first excluded two years ago and which has 
proved so unsatisfactory. It would certainly be unwise of 
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the Government to take too sanguine a view of the 
disturbances.’ With Africans the first stones thrown are 
rarely the last. 


+ © * 


New Start in India 


The past month has seen the emergence of a new Indian 
government based on the full working, for the first time, of 
the new republican constitution. After the re-election of Dr 
Rajendra Prasad as President of India, Mr Nehru handed 
in the resignation of his council of ministers and immediately 
formed another. Coming so soon after the general elections, 
in which the Congress Party was returned to power with a 
considerable parliamentary majority—though actually a 
minority vote in the country—this change ‘presented the 
opportunity for a useful cabinet reshuffle. Mr Nehru has 
made a number of appointments which improve the calibre 
of his cabinet and give it greater political backing through 
closer representation of the various sectional and territorial 
interests in the Congress Party. It has also been enlarged 
from twelve to fifteen members, and four extra ministers 
have been added without permanent seats in the cabinet. 
The key figures in the Nehru government are Dr Katju, with 
the new joint portfolios of Home Affairs and States; Sir 
Gopalaswami Ayyangar with Defence; Sir Chintaman 
Deshmukh at the Treasury ; and Maulana Azad with Educa- 
tion, Natural Resources and Scientific Research. It is a pity 
that there is still no separate Minister for External Affairs, 
particularly since the appointment of Sir Girja Bajpai as 
Governor of Bombay removes from Delhi its most exper- 
ienced civil service adviser on foreign policy. 


This new government comes to power in India at a moment 
when some ideas are changing and a fresh approach is being 
made to old problems. Both at home and abroad the hostility 
of the Communists is now more apparent to Indian ministers 
than at any time in the past. “ The methods they adopt in 
the national sphere,” Mr Nehru said the other day, “ how- 
ever noble their motives may be, coarsen and degrade.” In 
the State Assembly of Madras, the highly respected Mr 
Rajagopalachari put it succinctly with the remark to Com- 
miunist members: “I am your enemy number one and you 
are my enemy number one. That is my policy towards you 
from A to Z.” The battle is on for the survival of Congress 
as the ruling power in India, with the Communists leading 
the opposition. At home the main field of struggle will be 
in the development of industrial planning and the raising of 
food output. Abroad, three of the new trends are a rising 
Indian appreciation of American aid, a wariness in Delhi 
about Chinese intentions—Mr Nehru recently trekked on 
horseback up to the border state of Sikkim—and, above all, 
the impact of a now sovereign Japan. During the next few 
years the Japanese may come to have a profound influence 
on southern Asia’s determination not to submit to Com- 
munist tyranny. 


* * * 


The Egypt-Sudan Talks 


The direct talks between the government and 
the Sudanese delegation that represents Mahdi Pasha are pro- 
ceeding in Alexandria in an atmosphere’ of smiles and discre- 
tion. The Egyptian aim seems to be to obtain acknowledg- 
ment of the need for a commori policy, on. Nile water and 
economics, and to obtain a symbol of this in the acknowledg- 
ment of King Farouk’s sovereignty pending a subsequent 
Sudanese decision whether or no to be wholly independent. 
The aim of this particular Sudanese delegation is to retain 
the autonomous constitution that has already been drafted in 
the Sudan. It would, for instance, be wholly opposed to a 
constitution drafted in Cairo such as that which the Wafd 
government tried to dictate last autumn. 


These two objectives are net irreconcilable ; whether the 


actual picture 
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negotiators can reconcile them remains to beseen. Even if 
they can; all troubles'are not over ; for-each negotiating yroup 
will have to persuade personal. and. ts among 
its own compatriots that it has secured best bargain 
possible: ‘The tdilks which Hilaly Pasha has had this week 
we 8 ee oe en tt 
Ashigga factions—are a reminder that ‘this job w: 
easy. 

During the talks, two spectres lurk in all the corr, 
One is called “ British intransigence ” and the other “ A meri- 
can pressure,” and both are convenient phantoms that «an be 
blamed in the event of failure to agree. In fact, the 
intransigence of the British about on Fine Farouk’s title to the 
Sudan (which the Americans have certainly pressed them to 
abandon) was always ic pe the need for obtaining 
Sudanese consent, and. would onelt at-once if that consent 
were given. Official oe in London, therefore, most 
devoutly hopes.for a agreement’ in Alexandria. It 
knows that Sudanese autonomy is just round the corner ; it 
has no grasping. nineteenth-century. desire to stay on in the 
Sudan in the teeth of local opinion. Its concern was to avoid 
breaking its press: ts that the Sudanese should decide their 
own future, and this—if they can reach an agreement with 
Egypt on their own—will not be broken. . A direct agree- 
ment would. therefore salve the British conscience ; it would 
also heal a sore that has troubled Anglo-Egyptian relations 
for 30 years, and contribute to world security. 


* * 


+ 


Fair Shares in Military Service’ 
It looks as if the pistol that’ some members of the 


Labour ty were at the heads of. Britain’s allies 
last was not The ex of Defence, 
Mr Shinwell, together with his former ¢ tary private 

in the House of 


secretary, Mr _Wigg, and others, had. 
Commons whether Britain is justified in. ‘continuing a 
two-year period of compulsory military. service when other 
countries are not doing as much. It as true that of the 
Nato allies only the United States, Belgium, Greece and 
Turkey have as long a period as two,years ; the Dutch do 
20 months, the French 18, i eee ¥8, and the 
Norwegians 12, except in the —— where they do 18 months, 
In the Commonwealth, Canada and South Africa have no 
compulsory military service, while Australians and New 
Zealanders do less. hia ee six months. But the implied threat 
that Britain should reduce its military service unless they 
increased theirs seems” in reality to have been little more 
than an internal party. mancuyre to steal thunder from 
Mr Bevan in anticipation of the party. 

It is difficult, however, to see the Labour’ party committing 
itself publicly to reducing national service in present con- 
ditions, just as it is hard to believe that Mr Shinwel!, who 
worked so vigorously when in office for western European 
defence, would really wish it to do so; to do him justice, 
he has so far pressed for a levelling up of Continental service 
rather than for a levelling down by Britain. It would in fact 
be a gross disservice to reawaken the bitter controversies 
of 1947 over the length of military service, whe: the 
question has lately been kept so remarkably free from 
political strife. reas the Bevanites have concéntrated their 
attention on arms rather than the man. 


At the same time, there can be no satisfaction with the 
by Europe’s reserves. The chief 
worry that confronts General way as he takes over com- 
mand is the lack of trained and reserves even for the 
forces at present in the field. ~ months his deputy, 
Field-Marshal . , has heat hammering away * 
this matter, but without notable success. _— = 
methods and training programmes are improving, Du' 

is a long way still to go; and much depends on the time 
for training that rence are ae to demand from 
their conscripts and reservists. 
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| Progress in 
Electronics 





I the modern laboratories of the Mullard Organisation, 
many new applications of electronics are being de- 
veloped to meet the ever-changing needs of industry, 
communications, and medicine. 
Bringing the benefits of this research to the community 
is another Mullard function, In great factories in 
L ‘ncashire and Surrey, millions of vilves, electron tubes, 
ani! components are produced for .Britain’s electronics 
) industry, : 
Beoind the name Mullard, therefore, is a store of experi- 
eice in electronics that may well prove of immense 
lnportance to your-own organisation. 


Mullard 


Mullard Limited, Century House, Shaftesbury Avenue, London, W.C.2 
ena os ek ean MP368B 














47 





In the twinkling of an eye 


In every sphere of banking the Midland Bank is quick to 
adopt new methods which will give customers a better service. 
First to introduce night safes, mechanised book-keeping and 
automatic note-counting, the Midland Bank has now installed 
at its Overseas Branch in London machines which, at the push 
of a button, reproduce cable messages in fascimile at the 
telegraph company’s offices for instant transmission to all 
parts of the western hemisphere. In this way customers’ 
business which requires trans-Atlantic communications is 
dealt with quickly and with unswerving accuracy—the epitome 
of Midland Bank service everywhere. 


MIDLAND BANK LIMITED 


It LOWESRS the cost of motoring! 
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Fly round the world 
on one ticket 
by British airlines 









 aeromeTrENT 
Set 6 EN MERGHAEETS TO Am Ted Cae 


DRY FLY 
SHERRY . 













. 
* 


AC-QANTAS 








Good fare can be appreciated more after a glass of DRY 
FLY SHERRY. It is the best appetizer at cocktail time. 


20/- bottle : 10/6 half-bottle 


From your Wine Merchont or : 
Findlater Mackie Todd & Co., Led. 
By Appointment Wine and Spirit Merchonts to the late King George YI. 
Have the world literally “ at your feet ” for just over £500 Lc ennisenrntcmnnnnenutenstilnendsrenianeititn ne 





— the cost of a special round-the-world concession ticket 
by British airlines all the way. 

Fly eastward, for example, from London to Sydney on the 
Kangaroo route, then across the Pacific by B.C.P.A., across | 
North America, and firially across the Atlantic to London 
again by B.O.A.C., Or fly westward — whichever way you 
go, you enjoy a swift, sure flight and the same high standards 


of British service, hospitality and flying experience. 





Your round-the-world ticket includes liberal stopover 
privileges which enable you to break your journey where = Po 
you wish — in a dozen or more countries — for as long as - ‘ 4 Pp ure Ne avy Cut 
you wish, provided it is completed within 12 months. ¢ ‘ of Pre- War quality 


Consult your local Travel Agent or : 
any B.O.A.C. or Qantas office. 2 OZ. AIR-TIGHT TIN 9/- 


1 OZ. FOILED PACKET 4/6 
B. 0 A : ( 


Also ready rubbed 
BRITISH OVERSEAS ATRWAYS CORPORATION IN ASSOCIATION WITH 
QANTAS EMPIRE. AIRWAYS LIMITED, BRITISH COMMONWEALTH 
PACIFIC AIRLINES LIMITED AND’ TASMAN EMPIRE AIRWAYS LIMITED 





(Wavy Navy Cigarettes are for export only) 


GODFREY PHILLIPS LTD MANUFACTURERS AND GUARANTORS 
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Letters to the Editor 


Mr Butler’s Finance Bill 


sir,—In your article you take strong 
exception to the estimate made by the 
United Nations Economic po egg 
or Euro that roughly one 
Beisist h ‘ee are adversely affected by 
the Budget. But have you examined the 

Phe a effect of the changes 
in food subsidies and family allowances 
; to leave the single person worse off 
i. {4 and a married couple poorer by 
{3. Where there is one child the family 
a to the extent of £12, while with 

, and three children the difference is 
(8 ind £4 respectively. Where these 
amounts are not made up by the taxa- 
tion reliefs the family is in fact worse 
off on balance.- The following table 
shows the critical income for each group 
and the proportion of incomes falling 
below it. 





Family Nuniber | Critical | ome 
Circumstance of Tacome |. below 
Om 1 6}. 

Medio cscs | 8813 | 215 | 45-6 
Rte 5,260 345 4: , 
 civcvsctus ’ 
ildren Ai... | 2877 | 480 | 68-3 

I ildren...sess 673 535 77-2 

& 9 
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Some adjustments have to be made 
to these figures as they are based on the 
distribution of incomes in 1949-50 and 
wage increases have altered the pattern 
since then. There is also some double 
counting: juvenile workers have prob- 
ably been included with their families 
in many cases, and pensioners, for 
whom separate provisions were made, 
must be excluded where their incomes 
exceed £135. On the other hand, the 
undoubtedly regressive effects of the 
changes in purchase tax haye not been 
taken into account, and on the whole 
the United Nations estimate does not in 
fact appear to be very wide of the 
mark.—Yours faithfully, H. R. Core 

London, N.W38 


7 


Su',—You criticise the Bulletin of the 
Economic Commission for Europe be- 
cause it describes the Budget as 
” tegressive ” 
~ Something close to one-half of the total 


number of family incomes will be worse 
off.” 


I think myself that the writers of the 
Bulletin are wrong in their 
instead of writing “ something close to 
one-half ” ae should’ have written 

something close to: one-third.” 


immediat 
a tate losers under the Budget are 


and far its estimate that - 


(assuming that each family or single 
person is allowed {£10 per annum for life 
imsurance premiums paid). The latest 
official figures of the distribution of in- 
comes are those published in the 94th 
Report of the Inland Revenue and refer 
to the year 1949-50 ; but it is reasonable 
to assume that the shape of the distribu- 
tion has not altered much since then. 
By assuming that incomes in the region 
of the critical levels have increased be- 
tween 1949-50 and the present time in 
about the same proportion as the rise in 
average earnings between October, 1949, 
and October, 1951, I have worked out 


the 1949-50 equivalents of these critical. 


levels, and have so estimated approxi- 
mately the number of incomes falling 
currently below these levels. It appears 
that at least 6 million families (or single 
persons) are losers under the Butler 
Budget. 


f 
Losers UNDER THE BUDGET 


| Approx. 











Level of income 
below which | = 
families are incomes 
: ag 
this 
1952-85 | 1949-50 
income “Tet iva- in 
} | 1949-50 
scsi cialstaticicaac aera ee oe (000) 
Single . males, no 
CHIGNOM. 6 ecen wens 230 175 700 
Single males, 1 child 
or dependant ..... 320 249 200 
Single females, no 
CNN ogc 0ns dave 230 185 1,300 
Single females, 1 child i 
or dependant neue 320 250 300 
Married couples, no 
children Sow earner) | 340 260 
Married couples, no 1,500 
children (two cosmere) | 460 350 
Married couples, Ichild | 
(one earner; ....... 450 40 1,200 
Married couples, 2 
children (oneearner) | 470 340 800 
Total losers ......... 6,000 


j eee } 
| 





Six million families are not “some- 
thing close to one-half ” of all families ; 
but they are appreciably more than “a 
small minority of the wage-carners of 
the country,” and it would be a serious 
mistake to believe otherwise. Moreover, 
I do not see how you can avoid describ- 
ing the effects of the Budget as “ regres- 
sive.” The fact is that the. Budget im- 

i net burdens on about one-third of 
or the most part the lowest 
paid sections of the 








population—and 
~ gave appreciable net benefits only to 


those in the higher income ranges. If 
this is mot regressive, in at least the 
technical sense of the word, what is }— 
Yours faithfully, 


Oxford 
[Mr Lydall disposes of the most obvious 


H. F. Lypatr 


error in Mr Cole’s argument, but he forgets 


that national assistance payments, 


and benefits are being in- 
creased as part of the policy of the B 
people draw retirement and 


ee ee ee 


national ~ 
of 5,900,000 does . not 


exactly coincide with Mr Lydall’s 6,000,000 
“ losers,” before taking the rise in benefits 
into account, but the two must largely over- 
lap. There are other complications, and an 
exact calculus is impossible ; but it is surely 
safe to conclude that, as our article said, 
the losers are “ certainly a minority, and 
almost certainly a small minority, of the 
wage-earners of the country.” We do not 
accept the view that a Budget should never 
be regressive, and no one denies that this 
Budget is regressive in parts ; but it is most 
certainly not “generally regressive,” which 
was the statement that we criticised — 
Eprror.} 


Which Law for Korea? 


—The legal case which your corre- 
spondent attempts to make for 
“voluntary repatriation” rests on the 
assumption that the recusant prisoners 
are claimants for political asylum. Buc 
the right of asylum can be granted only 
to those whose choice is free: shotgun 
weddings are no proof of love. 

It is admitted that there are great 
political inducements on the Western 
powers to urge prisoners not to be re- 
patriated. It is admitted (The Economist, 
page. 497) that there may have been 
undue pressure on some of them. More- 
over, it is patent that prisoners are by 
their very position exposed to such 
pressure and coercion, against which the 
Geneva Convention is intended to safe- 
guard them. Lastly, the information 
which has come to hand about the 
management of the camps in South 
Korea and the process of screening there 
—where this has been carried out at ali— 
shows that, as Time points out (June 2, 
1952), any figures emanating from them 
are merely guesses, presumably not 
without bias. 

We must therefore face the fact that 
(a) we do not know how many, if any, 
prisoners refuse repatriation or can be 
regarded as claimants for asylum and 
(b) it is extremely doubtful whether 


any similar situation) could be placed 
wholesale into this category without 
depriving the right to political asylum 
of its honourable meaning. One may 
add that no attempt to sort out bona fide 
claimants for asylum from others who 
refuse to return to their country for 
different reasons has been made, as one 
might expect it to be made if the camp 
ee ee 


§ 
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(and discredited) assumptions about the 
number of recusants, and the most pessi- 
mistic (and unjustified) ones about their 
possible fate if returned, that many more 
people will suffer if the war. continues 
indefinitely than if it concludes shortly. 
—Yours faithfully, 
E. J. HopsBAWM 

King’s College, Cambridge 

[The argument of our article was that the 
qt reati ion of principle remains even if the 
prisoners genuinely unwilling to return are 
fewer than has been stated. Mr Hobsbawm 
also ignores the fact that the United States 
has offered a re-check by a neutral com- 
mission if the principle of voluntary repatri- 
ation is accepted. As for the argument that 
all prisoners must be handed over because a 
greater number of people may suffer if the 
war continues, it is surely for the Com- 
mumnists to decide whether they will continue 
the war for the sole purpose of obtaining the 
forcible repatriation of men unwilling to 
return.—EpITor.} 


Displaced Persons 


Sir —A letter from Mr H. W. Roths- 
child, published in your issue of May 
toth, expressed concern about the posi- 
tion of those refugees who had not been 
resettled when the International Refugee 
Organisation terminated its operations 
early this year. 

I am sure he did not intend to create 
the impression that all voluntary work 
had to cease after the end of IRO. It is 
only fair to say that there are some 


twenty-three international voluntary 
agencies which are still doing their most 


valuable humanitarian work. It is, un- , 


fortunately, true that they are meeting 
with increased financial difficulties and 
that many have had to reconsider, and 
may have to curtail, their programmes 
because the grants they formerly received 
from the IRO are no longer available. 

Emergency aid is urgently required to 
enable these societies to bring relief to 
certain groups of refugees whose level of 
existence barely reaches minimum stan- 
dards. The United Nations High Com- 
missioner for Refugees is well aware of 
this. In February of this year he 
obtained permission from the UN 
General Assembly to make an appeal for 
funds for these refugees. The Govern- 
ments of Switzerland, Luxembourg, and 
the Federal Republic of Germany have 
already made contributions, and other 
countries, including the United King- 
dom, have indicated their interest. The 
voluntary organisations are in close touch 
with the High Commissioner and in most 
cases, help will be given in consultation 
with them and through their good offices. 
It would seem, therefore, that the setting 
up of an international committee, as 
suggested by your correspondent, would 
not materially change the situation, par- 
ticularly since the High Commissioner 
will be in a position to help these 
agencies financially if his appeal for 
$3,000,000 is successful. 


THE ECONOMIST, June 7, 1952 


May I also refer to your correspon- 
dent’s assertion that the High Com nis- 
sioner’s Office is only now “under way’ 
and that no provision was made {¢: the 
interim period between IRO «& ising 
operations and the High Commissioner's 
Office assuming fesponsibility. The 
decision to create the Office of the High 
Commissioner was, in fact, taken by the 
General Assembly on December 14, 1950 
and the Office started its operations on 
January 1, 1951. It was only on January 
31, 1952, that the IRO ceased its opera- 
tions of resettlement while it had a!:eady 
during thé course of the year, handed 
over the responsibility for interna:ional 
protection to the High Commissioner’s 
Office. It is also useful to remember that 
on July 1, 1950, IRO began to transfer 
the responsibility for care and mainten- 
ance of refugees to the countries of 
residence. Finally, I would like to 
remind your correspondent that the I lich 
Commissioner’s Office through its branch 
offices in Germany, Austria, Italy, Greece 
and Shanghai, is in close touch with the 
governments and local authorities, the 
voluntary agencies in the field, and with 


the refugees themselves, and that at any 
time refugees can bring their problems 
to his attention, while he can bring 
refugees problems to the attention of the 


organs of the United Nations.—Y ours 

faithfully, James M. Reap, 

Deputy High Commissioner for Refugees 
Geneva 


Books and Publications 
The Last Days of Europe 


The World in March 1939. 


Dr Toynbee has written-only a small 
part of this large volume himself, but, 
from the quotations from Demosthenes 
and the Book of Daniel on the title page 
onwards, his influence is apparent in 
nearly every chapter. Most of the con- 
tributors fall readily into the manner of 
the Master and even borrow his technical 
terms. The result'is somewhat unsatis- 
factory. An essay on the world in 1939 
by Dr Toynbee himself, reviewing the 
situation on the eve of war as a moment 
in the endless process of history, would 
have had its charms ; a volume on the 
lines of the ordinary Chatham House 
Annual Survey, giving a chronological 
narrative, facts and figures, would have 
had its uses. This book falls between 
the two. Some of the essays attempt to 
interpret the situation in 1939 in terms 
of the categories of Dr Toynbee’s philo- 
sophy of history ; others give a narrative 
of events—in some cases an outline of 
the history of an area between the wars, 
in others an account of the years 1938 
and 1939. 

There is, however, one section of the 
book that undoubtedly meets a need and 
increases our knowledge of the world in 
1939. This is the chapter by H. -C. 
Hillmann on the economic strength of 
the great powers. It provides with great 
clarity exactly the kind of information 
the non-economist needs in order to 
understand the long-term trends of 


Edited by Arnold Toynbee and Frank T, Ashton-Gwatkin, 
Oxford University Press for the Royal Institute of International Affairs. 


546 pages, 465. 


population and industrial capacity, the 
shifts in the economic balance of power 
in the twentieth century. 


The task of providing a_ political 
survey of similar merit was perhaps 
most difficult; certainly few of the 
political chapters give-an equally clear 
picture. Those dealing with the Far 
East, for instance, seem very hard to 
follow (especially in the absence of 
maps). Mr Martin Wight’s chapters on 
Germany and Eastern Europe give a 
competent survey of Hitler’s strategy 
and diplomacy and of the territorial 


changes between the Munich agreement 


and the occupation of Prague, spiced 
with historical parallels in the T: 
beean manner. Mr D. R. Gillie 
contributed a brilliant essay on France 
— the scope of the 22 pages allowed 


The whole volume is snerioulouny | 


edited—even pedantically so, as in the 
transliteration of Arabic names—and is 
well produced. Yet, though it contains 
much that is useful and stimulating, its 
quality is uneven. It lacks the unity for 
the tour du monde it sets out to be, 
except in so far as this is given by the 
adoption of Dr Toynbee’s ideas and 
even style by his disciples. The 
story of the last days of ‘ee has still 


to be written ; perhaps Dr Toynbee will 
one day write it himself. _- 


a im 


| Simon Report 


The Memoirs of the 
Rt. Hon. Viscount Simon, GCSI, 
GCVO. Hutchinson, 327 pages. 255. 


How often when an old man makes 


‘a book of his memories the most vivid 


and charming chapter is the first. 
Entirely delightful is the picture of 
these old Nonconformist worthies: the 
grandfather who was so strict a Sabba- 
tarian that he preferred his sons to do 
their Sunday shave on Saturday even- 
ing, and grandmother who, on 
reading of the Tay Bridge disaster, 
remarked “We ought to be very 
grateful to God. that the dear Queen 
Was not in that train.” 
Chance brought a young 


Fettes 


“master to stay a night at his father’s 


house, and he suggested that the cicver 


little boy ‘might win a Fettes sclolar- 


ship. Of course he did so, and {our 
years later a scholarship at Wadham, 
where he found C. B. Sey and F. E. 
Then All Souls (of which he 
the senior eae rapid pro- 
at the ee aed in the House 
Coamees with the et ibecal landsli pe 
1906, It was inevitable that in «| 
ith should make him 2 se 
: was already in the Cabinet 
when in 4 6, he resigned, honourably 
as he now cons iders, 
Deca he objected to conscription, not 
on “conscientious” grounds but be- 
cause he believed it ‘cad a 
tribute to military efficiency. © 
followed fifteen years in the ‘nde- 


g, 


1a 
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pendent Liberal wilderness. Then 
office again im the 1931 coalition, 
successively Foreign Secretary, Home 
sacretary and Chancellor of the 
Fychequer, and finally Lord Chancellor 
‘. Mr Churchill’s war government. 
‘ord Simon is one of those very able 
who in the course of a long 
11 career has held a number of 
offices but has not made many 
rable contributions to the course 
tory. In this respect he may be 
ared with L. S. Amery, an equally 


nt man and his twin at All Souls. | 


.mery has held many high offices, 
he easiest thing to remember about 
that he quoted Cromwell in th: 
debate that ensured the downfall of 
Nev lle Chamberlain. For what will 
Lord Simon be remembered ? Perhaps 
for his devastating exposure of the 
illegality of the general strike and for 
his authorship of the best-selling Blue 
Book of all time’; but the Simon Report 
on India was, through no fault of its 
1uthor, already out of date at its 
publication. 
The book is very agreeably and 
lucidly written. When Lord Simon 
‘5, as he does in defence of Munich, 
argues, as one would expect, with 
great -cogency. His memoirs give many 
interesting sidelights on men and events 
but no new contribution of any great 
importance to our understanding of the 
last forty years. 


Dynamic Analysis 


The Rate of Interest. By Joan Robinson, 
Hacmillan, 170 pages. 108, 6d, 


Mrs Joan Robinson is a. rara avis 
among economists ; at all events among 
those economists whose native air is 
that of the theoretical stratosphere. For 
one thing she writes, even when dealing 
with matters so rarified as to drive most 
pracutioners despairingly from English 
to mathematics, with vigour and wit as 
well as with clarity ; ca another, she 
never prolongs a@ flight unduly without 
taking bearings from the solid earth of 
common sense. (It seems almost in- 
credible that she should be the only 
serious economist to point out that the 
lirst effect of an increase in demand 
beyond the present capacity of supply 
is not a rise in price but a lengthening 
ot delivery dates; memory, however, 
‘ails to reveal a precursor.) Like the 
Comet, she functions best at high 
aititudes—at lower levels, her peculiar 

‘| and political values exercise an 

ubted drag—and this volume, 

wih © utle essay was first printed in 
Econometrica, shows her at her best. 


''s connecting theme is, to quote her 
introduction, “ the analysis of a dynamic 


litions, 

Ys a pst history.” Of the poy 
~~ - w it is composed, the 

¢ Rate of Interest, pag Sage rs 

dis “ton of the various influences at 

wor Tk in the money from the 


nde 


uncerlying “real forces” 


thrift and 


authority. The second, “ Notes on the 


_Economics of Technical Progress,” i 


is 
less elegant ; indeed, as its title implies, 
it is rather scrappy, but only in 

1 


. exquisitely constructed instruments is 


scrappy when compared with a single 
large machine-tool The’ third 
longest, cryptically entitled “ The Gen- 
eralisation of the General ae 
forms together with its appendix of 

“ Acknowledgment and Disclaimers ” 


o BE 


a kind of creative concordance of 


‘modern economic thought on the 


stabilising and dis-stabélising influences 
at work im a dynamically developing free 
cconomy. Of this most valuable and 
important essay, which is likely to rank 
as a classic among serious students, the 
chief possible criticism is that it should 
have been written at four or five times 
the length ; the next, that the “ general- 
isation” should, both for intellectual 
satisfaction and practical usefulness, 
have been carried still further to cover 
the vicissitudes of progress in a centrally 
planned economy. 


Sermon on Realpolitik 


American Foreign Policy. By Hans 
J. Morgenthau. Methuen. 250 pages. 18s, 


‘Mr Morgenthau’s book is the latest 
addition to the now considerable Ameri- 
can library of sermons based on the 
theology of realpolitik. He himself, how- 
ever, is no recent convert. Indeed; as 
the author of “ Scientific Man vs Power 
Politics ” and “ Politics Among Nations,” 
he may claim to have argued the new 
orthodoxy if not before “ Mr X” at least 
in advance of Mr George Kennan. His 
latest book combines a brief exposition 
of his theory of international politics, 
with an extended analysis of recent 
American policy and an outline of his 
own recommendations for the future. 

The theoretical basis of Mr Morgen- 
thau’s angument is that it is illusory to 
suppose that “a nation cam escape into 
a realm where action is guided by moral 
principles rather than by considerations 

” From this follows an - 
tion of the concept of the national 
interest which, in its combined ingenuity 
and naiveté, is strongly reminiscent of 
the eighteenth-century ethical theories 
that reduced all moral obligations to the 
level of enlightened self-interest. By a 
natural transition Mr Morgenthau i is led 
to insist upon the continuing validity of 





651 








THE WORLD IN 
MARCH 1939 


edited by 
ARNOLD TOYNBEE and 
FRANK AsHTON-GWATKIN 


45s. net 


*, .. nothing less than the first com- 
prehensive, analytical and scientific 
appraisal of the Second World War, 
the first attempt to put this recent 
catastrophe in its world-historical | 
perspective ... With this volumeand | 
its’ successors, the whole debate on 


the tragedy from which we have just 

















emerged will be raised to a quite new 
level . . . It seems doubtful whether 
anywhere in the world to-day could 
be found a team of historical, political 
and economic scholars which could 
provide this combination of academic 
capacity, spiritual unity, intellectual 
energy, and literary brilliance . . .” 


SEBASTIAN HAFFNER in The Observer 


The book is published under the auspices 
of the Royal Institute of International 
Affairs. 

OXFORD 
UNIVERSITY PRESS 
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character of the popular upheavals in 
the Far East. What he has to say about 
Amefica’s China policy is admirably put. 
No less sensible, as practical politics, are 
his warnings against some of the current 
utopian and crusading trends in Ameri- 
can foreign policy. Indeed the book is 
full of individually shrewd appraisals and 
concretely sound recommendations. But 
the gap between Mr Morgenthau’s prac- 
tice and theory becomes glaringly 
obvious when the time comes to put his 
practical proposals into operation. He 
wrings his hands as he contemplates the 
machinery of American foreign policy 
and the price in diplomatic efficiency 
exacted by American democratic govern- 
ment. He tries to preserve his demo- 
cratic orthodoxy by depicting America 
as “a noble people ignobly led.” It 
won’t do. To level the whole indictment 
against “the Administration” is like 
loading the serpent with the exclusive 
responsibility for the fall. The logic of 
Mr Morgenthau’s political Calvinism 
cannot so easily be squared with a dis- 
belief in original sin. 


Spain and the West 


Spain in the Modern World. By James 
Cleugh, Eyre and Spottiswoode. 279 pages. 


218. 


Prelude to War : The International 
Repercussions of the Spanish Civil 
War 1936-39. By P. A. M. van der 


Esch. Martinus Nijhoff. The Hague. 
190 pages. 16 Guilders. 
“The West to-day,” writes Mr 


Cleugh, “acts as if ‘Spain’ were an 
ignorant, bigoted old tyrant intent upon 
darkness in her own part of the world 
and causing it elsewhere.” The author’s 
object is to controvert this popular view 
and to explain, by a sympathetic study of 
Spain past and present, why “ the preva- 
lent policy of refusing to incorporate this 
essential piece of building material into 
the Atlantic fortress” is from every point 
of view to be condemned. 


Anyone familiar with Spanish affairs, 
however, and alive to “the modern 
world” as it is, will appreciate that Mr 
Cleugh’s is an impossible task. Whatever 
may be the imperatives of geography and 
strategy, policy is rooted in psychological 
considerations. This is admitted here 
(on page 124)—“ to enter Spanish life is 
to move back in history 50 years at least, 
perhaps a hundred ”—and, for all its 
Christian pattern and social welfare pre- 
tensions, Franco Spain represents the 
opposite ofs everything that Western 
democracy stands for. 


Mr Cleugh is a (Catholic ?) humanist 
of patrician type whose particular bug- 
bears are the eighteenth century, liberal 
democracy and latterday materialism. 
Consequently he is not shocked or dis- 
turbed by the phenomena of political 
backwoodsmanship and religious domina- 
tion (“the Church has, by law, a finger 
in every State pie”) prevailing in 
present-day Spain and is quite disposed 
to interpret freedom as ing “ ftee- 
dom from ruinous ideologi dispute.” 
Nevertheless, there is much to be said for 
an attempt to describe this political freak 


of our times and to convey the atmos- 
phere of the other side of the Looking 
Glass. Mr Cleugh knows his Spain, and 
his book provides a useful comprehensive 
study of the contemporary Spanish state 
and of what he calls the fundamentally 


“Spanish ” political ideas, based on the 


Roman Catholic religion and the recogni- 
tion of military power as the only reliable 
guarantee of communal stability. 


Patricia van der Esch has put us all in 
her debt by producing, as a doctorate 
thesis, this well-documented study of the 
international aspects of the Spanish civil 
war. Until the publication last year of 
the German Foreign Office documents 
very little had been done to disperse the 
smoke-clouds of propaganda which have 
obscured this subject. The facts, as sub- 
stantiated here, are: (1) the pronuncia- 
miento of July 17, 1936, was a well- 
prepared mutiny, backed by promises of 
foreign aid, against the will of the 
majority of the Spanish people expressed 
at the elections on February 16th of that 
year ; there is no evidence at all of a 
Communist plot to seize power (the 
author is wrong, by the way, in saying 
that the Communists were represented in 
the Popular Front Government) ; (2) the 
intervention of Germany and Italy was 
a positive act of policy beside which the 
aid received by the Government was 
“small and spasmodic”; (3) French 
policy, so suicidal in appearance, was 
actuated primarily by fear of war and 
secondarily by pressure exerted by a 
class-biased British Government (of 
which, however, there is little direct 
evidence); (4) the Non-Intervention 
Committee was a by-blow of that fatal 
“appeasement” which was the father 
and mother of the democracies’ foreign 
policy in the late thirties ; the shifts and 
evasions resorted to in London and 
Geneva constituted indeed a sorry farce. 


There is one curious omission in the 
phalanx of facts cited here. While 
recording Dr Negrin’s announcement at 
the League Assembly in Septembér, 
1938, of the withdrawal of non-Spanish 
combatants on the Government side, the 
author makes no mention of the Inter- 
national Military Committee sent to 
Barcelona by the League to supervise 
that withdrawal. 


First and Last Things 


Introduction to Economic Organisa- 
tion. By Henry Smith. 
186 pages. 12s. 6d, 


This book is modelled—pretty closely, 
one would imagine—on Mr Smith’s lec- 
tures at Ruskin College, and it is a tribute 
to his pedagogic skill that they read as 
well as they do. His method is unexcep- 
tionable: he coats the necessary i 
of theory very thickly with palatable fact 
and conjecture, and keeps the dullards 
awake with occasional excursions into 
irrelevancy. . 


Mr Smith has selected various ts 
of “economic organisation” and 
them into a satisfactory outline ; and the 
result is a useful brush-up-your- 
economics for second-year students. 


Sylvan Press, 


Unfortunately, he has been unable to~ 


THE ECONOMIST, June 7, 1052 


résist the temptation to round off his 
well-documented chapters on the supply 
of labour and capital, the “ availablity 
of natural resources” and the structure 
of international trade with an entirely 
undocumented and rather alarming 
chapter on “the conflict of economic 
policy in the contemporary wo:\d.” 
What will students—fresh from ele:en- 
tary definitions of futures, joint products, 
limited liability, the gold standard. 
vertical integration, and so on—make of 
such orotund pronouncements as thjs > 


One can, for example, restate many of 
the arguments of Marx in terms of the 
contemporary amalytical technique of 
economics and thereby obtain an ins:ry- 
ment for evaluating the progress and 
stability of economic development. and 
develop techniques for evaluating the 
public interest, which are superior both 
to the con ractice of the indi- 
vidualist and the collectivist worlds 


There is no quarrel here with the 
ideas buried in this thy sentence: 
what is disturbing is the implied sugges- 
tion that such ideas can be discussed 
intelligently by students familiar with 
the preceding seven chapters. They 
cannot. 


A New Geography 


A Geography of Europe. By Jean Gott- 
mann. Harrap. 699 pages. 308. 


Mr Gottmann’s book was published 
in America last year. It is apparently 
intended for American students, but 
appears also to be directed at the gen- 
eral reader, since technical terminology, 
particularly of physical geography, is 
avoided. Its purpose is admirably and 
clearly expressed. In Europe, the 
political and economic events of recent 
years have so revolutionised man’s de- 
mands on his environment that the need 
for a new geographical account is urgent. 
This need Mr Gottman attempts to 
meet, 


It is in his treatment of the cultural 
and historical influences upon the gco- 
graphical pattern of European life that 
Mr Gottmann is at his best, and where 
he shows his debt to the French school 
of geographical writing. The most 
stimulating generalisation must, how- 
ever, be suspect if the facts it is based 
on prove incorrect.~ For example. the 
section dealing with Britain is accurate 
neither in its treatment of human and 
economic distributions today nor in its 
history. It contains a map of British 
industries in 1951, which ignores such 
vital developments as the steel works at 
Corby and the whole Tees-side chemical 
industry. The profusion of mistakes 
about such a well-documented country 
as Britain does not inspire confidence in 
the treatment of the rest of Europe. 

Mr Gottmann’s English style is not 
happy, and his maps, which are [¢- 
printed oo the Geo, 
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THE HISTORY OF 





VOLUME IV AND FINAL 
THE 150rn ANNIVERSARY AND BEYOND 


1912—1948 


The fourth and final volume is the story of the impact on The Times of the 
spectacular collisions between the European Powers after 1912, and between the 
Chief Proprietor and his Editors. 


The narrative opens as German pressure was evolving from a threat into the 
certainty of war. The influence of The Times on British foreign policy before 
1914 and on the making of war is reviewed. It is shown that, when peace by 


negotiation proved impossible, peace by victory, for which The Times pressed, 
was a valid course. 


The hour of Allied success in arms was, for Northcliffe, the hour of private 
feud. Lloyd George, helped to power by Northcliffe, became his irreconcilable 
foe. Geoffrey Dawson, as Lloyd George’s ally, was hounded from the editorial 
chair. How Wickham Steed, his successor, challenged a “‘ Chief” now bent on 
despotic power over The Times is set out with profuse evidence from private 
papers. 


But if Northcliffe was ruthless and cunning, he possessed great moral courage. 
If he was malign and suspicious, yet he was prodigal in generosity and affection ; 
incalculable and devious, he was also insatiably curious and eternally stimulat- 
ing. No malady could arrest the energies of “‘ Northoleon,” dominant in Fleet 
Street, unable to master Printing House Square. The frenzied progress of his 
last weeks is here told for the first time. 


His death freed Printing House Square from its Tarquin. By manoeuvres as 
complex as they were tense The Times was then purchased by Colonel Astor and 
Mr. John Walter IV. Henceforth, the inheritance of principles of honest jour- 
nalism was assured. 


The attitude of The Times in the decade that led up to the second World War 
is exhaustively treated. The generation humiliated by Munich will find the 
chapter on the policy of Appeasement provocative and notably candid. An 
Appendix on the Abdication offers a new statement on the stand taken by the 


SQC/- net 


In two parts bound separately 
With upwards of fifty illustrations and a coloured frontispiece 


OBTAINABLE BY ORDER THROUGH BOOKSELLERS OR BOOKSTALLS 
OR DIRECT (postage extra: inland, 1s. 3d, ; abroad, 1s. 8d.) FROM THE PUBLISHER 
THE TIMES PRINTING. HOUSE SQUARE LONDON E.C.4 
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AMERICAN SURVEY 





Eye of the Needle 


Washington, D.C. 


OREIGN businessmen trying to reach the heaven of the 
American market may well be reminded of the passage 
of the camel through the needle’s eye. American industry 
is never averse to boasting of its incredible achievements and 
its overwhelming strength and is even, perhaps, a little too 
inclined to deliver elevating lectures to its less enterprising 
brothers in less progressive countries. Yet when faced with 
signs of foreign competition in the domestic market, it 
behaves rather as a young girl straight from the vicarage 
might be expected to do if she found herself alone in the 
Kasbah. The self-conscious giants of American business, 
who grew to manhood behind the shelter of tariff walls and 
who fought each other to the death without complaint, have 
been given no cause for timidity when they have ventured 
outside the walls. Yet, even today, when it is suggested that 
a few rows of bricks should be removed from the top or 
thar the lock on the garden gate should be made a little less 
complicated, cries of distress are heard again. 


The fournal of Commerce recently remarked that there 
was no doubt that “‘ what could develop into another strong 
protectionist tide is setting in once again.” It is only one 
of many newspapers which have warned their readers that 
the real test of American postwar world trade policy is now 
beginning and that it is impossible to predict how far the 
recent protectionist swing will go before it is stopped and 
reversed. The most obvious sign of this attitude is the 
number of appeals that have been made to the Tariff Com- 
mission for increased protection on behalf of dozens of 
different types of articles. . 


The commission’s first decision is expected shortly and 
it will be on the appeal of the Harley-Davidson Company, 
which has always made heavy motor-cycles, mostly for the 
police and the army. In dealing with these government 
customers it has the protection of the Buy American Act and 
has not had to worry about competition. _But now that British 
manufacturers have created a market for a light machine in 
the United States the American company has built its own 
model and wants to be able to sell it secure from foreign 
threats. This being an extreme case, the Tariff Commission's 
decision is awaited with considerable interest. 

So is the fate in Congress of a measure which the Treasury 


hopefully christened the “Customs Simplification Act of. 


1951” when it asked for its passage. Towards the end of 
April, 1952, the Senate Finance Committee heard evidence 
on this rather mild measure, which was drafted with no more 
sinister intent than that of removing some of the more 
ingenious administrative booby-traps set by the Tariff Act 
of 1930 and of making it possible for importers to discover 
how much duty they have to pay before their goods rot away. 
The theme of most of the trade witnesses was put succinctly 
by Mr Harry Moss of the American Hand Knitwear Associa- 
tton Incorporated, who said to the chairman: 
Senator, we are pleased to go on record in favour of simpli- 
fication of customs administrative laws... . At the same time 
we do assert the need for continuation of a protective tariff 


system in this country for many industries such as ours. . 

Any move which might weaken our tariff in the name of 

customs simplification should be scrutinised. Some seotiens 

of this Bill need comment... . 

Before the hearings had finished nearly every section of the 
Bill had been found to need comment. One Washington 
lawyer—a Mr. Breckenridge—was kept particularly busy 
defending the free enterprise system from the unfortunate 
effects of free enterprise. Because he was involved in a hearing 
before the Tariff Commission he had to send an understudy 
to point out to the committee, on behalf of the Pin Clip and 
Fastener Association, the “ loopholes” in the Bill, and the 
alarming postwar increase in imports of safety pins and 
straight pins. 


Mr Breckenridge appeared himself, however, to represent 
the Dehydrated Onion and Garlic Industry of America and 
to warn the Senators of the “ serious threat of subsidisatioa 
and dumping of these products by Egypt.” He told the 
committee that 

representatives of Egypt, of the Egyptian industry, and of 

the Egyptian Government have been in the United States to 
learn our methods of producing dehydrated garlic, the stan- 
dards desired by our consuming trades, and they have gone 
so far as to state that they intend to take over a substannal 
portion of the American market even if they have oo have 
subsidies from their government to do 90. 


* 


One section of the Bill which has struck terror into retail 
traders is a°provision to raise from $1 to $10 the value of 
goods that can be imported duty-free by parcel post. Me 
Rowland Jones, the President of the American Retail Federa- 
tion, painted a gloomy picture of the American future if this 
innocuous proposal should be adopted. The duty lost, he 
said, would be very substantial ; there would also be the 
collateral loss to the Treasury and to the states in the collec- 
tion of corporate and personal income taxes representing the 
profits on this business which would be diverted to foreiga 
mail-order operations. In addition, he said, it would also 
inevitably bring “loss of employment opportunity ia the 
manufacturing establishments of this country.” 

Mr Jones put into the record a number of newspaper 
advertisements from British firms soliciting mail-order busi- 
ness, and he was supported in all he said—including the 
danger of unemployment and the loss of taxes—by Mr Irving 
Grinberg, the Executive Vice-Chairman of the Jewellers 
Vigilance Committee Incorporated. Mr Grinberg added to 
the previous exhibits the spring catalogue of a London firm, 
which, he said, had just been received by a “ consumer- 
purchaser ” in New York, and in which all but seven of the 
items offered cost less than $10: He asked the committee 


**AMERICAN SURVEY ”’ is prepared partly in the 
United States, partly in London. Those items which 
are written in the United States carry an indication 


to that effect; all others are the work of the editorial 
staff in London. i 
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to speculate on the flood of ordérs which would follow a 
decision to allow all these articles into the country free, 


Powerful backing for his point of view came from the 
Pocketbook Workers’ Union of the American Federation of 
Labour, which was described as at this moment experiencing 
one of its worst depressions since 1933 and whose spokesman 
said that it would be “the quality handbag part of the 
industry that will be most directly affected by the unfair 
import of handbags.” 

The American Retail Federation at last moved into the 
field of general policy when its President said that it had 
been argued that this simplification of customs procedure 
would be very helpful to foreign countries which are short 
of dollars and need them for the rebuilding of their 
economies. 


We think that . . . this is not a way in which we-should 
help foreign nations increase their dollar balances and their 
exchange position. We are doing that in many, many other 
ways in the amount of billions of dollars, and we do not 
think that this foreign aid should now be injected to relieve 
foreign mail-order importers into this country on the basis 
that it helps those foreign countries in their foreign exchange. 


These statements by American industry clearly provide 
grounds for the fears of the Journal of Commerce and such 
restrictions as the “ cheese amendment ” justify its comment 
that it-could accept with a good deal more grace some con- 
gressional actions if it had any real confidence that the 
general run of legislators are actually following a purposeful 
policy and know what they are doing. Before accepting the 
most pessimistic predictions, however, it would be well to 
wait for the Finance Committee’s report on the Customs 
Simplification Bill, for the Tariff Commission’s decision in 
the Harley-Davidson case and for presidential action should 
that decision be a restrictive one. The President has the 
right to reverse the commission’s findings but, if he does 
so too often, the Congress might be tempted to out-Smoot 
Hawley. 


Reclamation’s Jubilee 


[FROM A CORRESPONDENT IN COLORADO] 


In December, 1901, President Theodore Roosevelt told 
Congress that, if the water going to waste in the semi-arid 
west of the United States could be stored and used, this 
region alone would: be able to support more than ~ the . 76 
million people who at that time made up the éntire popula- 
tion of the country. This inspired Congtess to pass the 
Reclamation Act, sometimes Called the economic Magna 
Carta of the American West, which was signed-on- June 17, 
1902. Its Jubilee is now being celebrated in western com- 
munities with various appropriate ceremonies and much 
accompanying publicity. fy 

One of the most interesting of these celebrations was ‘held 
last week at the gigantic Columbia Basin project, inthe State 
of Washington, a perfect example of the type of land recla- 
mation scheme that the Act made possible. It began with 
the building of a dam across the Columbia River, and eléc- 
tricity generators were ready in time to provide power for 
the Hanford atomic plant during the last war. Now the 


hydro-electric facilities are complete, with a rated capacity’ 


of 1,974,000 kilowatts, which makes this the largest. single 


power station in the world ;.yet-it is consistently overloaded. 


Meanwhile plans were made for irrigating more than a million 
acres of dry sagebrush by pumping the water of the Columbia 
River over a cliff into the huge bathtub-like Grand Coulee, 
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the ancient bed of the river. It will take many years to put 
all of the land under irrigation, but last week the first 66.000 
acres began to be watered. 


The celebration took the form of making an eighty-acre 
farm out of the desert in one day. Enormous earth-mo\ ing 
machines ripped the sagebrush off, levelled the ground and 
ditched it with channels to receive and distribute the water ; 
at the same time in one corner of the tract scores of work- 
men built a four-room modern house with all conveniences. 
Then this “farm in a day ” was turned over free to its new 
owner, an ex-serviceman named Mr Donald Dunn, who was 
selected as the most deserving of many who applied. He 
represents a new type of migrant, fleeing not from the drought 
that drove farmers west from the Great Plains in the nineteen- 
thirties, but from the inundations of the nineteen-fifties. His 
fine farm in Kansas, and all his equipment, were completely 
ruined last summer by floods. 


Engineers from the Bureau of Reclamation, the federal 
agency responsible for these schemes, study the possibilities 
of terrain near rivers for years before selecting a tract for 
irrigation. They look for relatively level land in parcels of 
several thousand acres ; it must not be too high above the 
rivers, although pumping lifts of one or two hundred feet 
are common, and there are some much higher. Specialists 
investigate the soil to make sure it will grow crops and to 
decide what kind will do best ; a heavy output of sugar beet 
is expected from the Columbia Basin project. A dam is then 
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built to provide enough water for the scheme ; usually, 
although not always, an electricity plant is included in the 
plan. In that case it is the first unit to be completed, partly 
because the west is always hungry for power and the project 
can therefore begin earning money at once to repay the 
government, and partly because the new community will need 
power almost as much as water, for pumping and farm and 
domestic use. 3 

Nearly 5,500,000 acres have been redeemed by the Bureau 
of Reclamation from desert and prairie in this way, or given 
extra water to supplement that already provided by private 
enterprise. The Bureau’s plants can generate 
4,500,000 kilowatts and in 1951 they provided more than 
23 billion kilowatt-hours of electricity to aid farm producuon 
and the industrialisation of the west. In that year they cared 
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$41 million for the government and crops harvested from 
reclaimed land were worth more than $654 million. The 
power plants return their original cost with interest, but the 
farmers who settle on the new lands are generally subsidised 
to the extent of about 50 per cent ; they pay back the cost 
of the improvements over a period of from forty to sixty 
years, but without interest. 

The reclamation programme has played a very significant 
role in providing new opportunities for the people who come 
west, as so many are doing. Theodore Roosevelt’s prophecy 
has not vet been fulfilled, but the population of “ reclamation 


territory,” the 17 western states, is now about 35 million, 
compared with 11 million in 1900. It is estimated that some- 
thing approaching a million people are supported, directly 
or indirectly, on or around reclamation projects, and that the 
new business, new industry and new. farm output resulting 
from them has repaid the federal government much more 
than the cost of the programme, through income and other 
taxes on the newly created wealth. That cost, spread over 
nearly fifty years, now amounts to about $2.5 billion, less 


than three weeks’ spending on the cold war. 


Privately financed irrigation schemes, most of them settled 
ahead of federal irrigation, now cover about 20 million acres ; 
in the 31 eastern states there are less than 1,500,000 acres of 
irrigated land. When all the land in the western states that 
can economically be irrigated is supplied with water, about 
38 million acres will have been dealt with. But this will 
take at least another fifty years, for the programme is one 
that Congress feels can be put off in the face of the mounting 
cost ol rearmament, 

~ 


In 1946, in a fit of postwar enthusiasm, the Bureau of 
Reclamation proposed a burst of development that would 
have cost $3 billion by 1954 and would by then have put 
water on 2,000,000 acres of new land and on another 3,600,000 
that are now insufficiently irrigated. It would have added 
4,000,000 kilowatts of electricity to the 2,500,000 available 
in 1946. The goal was to produce $1.5 billion worth of crops 
(at present prices) from federally irrigated farms by 1954. 
Congress never more than half implemented this programme 
and, after the Korean outbreak, government spending on 
reclamation was cut back from about $350 million a year to 
$225 million. The Commissioner of Reclamation has told 
Congress that this in effect means the end of any further 
extension of reclamation and that unless the Bureau gets more 
money, particularly for planning and research, it will be 
virtually out of business by 1956, apart from operating 


finished projects. Many of its best men are leaving and it 


now employs less than 14,000 compared with a postwar peak 
Of 19,000, 

Opposition to the Bureau’s programmes comes from three 
Principal sources: private electricity companies, which do not 
want any more public power to be developed unless they 
can control its distribution ; eastern farmers and Congress- 
men who see no need for costly irrigation in the west to 
subsidise competition with agriculture in their part of the 
country ; and the operators of the huge western factory farms, 
who resist the rule that no more than 160 acres of a single 
owners land can be supplied with federally financed water. 
This so-called “160-acre limitation” was put into the 
*riginal Act to make it a continuation of the homestead law 
» 1562, so that the west should be settled by sturdy free- 
holder on their own-small farms, The limitation is still 
’ppicd when new lands are irrigated, but factory farmers, 
Particularly in Texas and California, have been trying without 
Success for yeats t6 get Congress to repeal it. 
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American Notes 
Separation of Powers 


Mr Truman’s penalty for the mishandling of the steel 
dispute is an unequivocal judicial limitation on the Presi- 
dent’s powers and a renewal of the steel strike under more 
unfavourable auspices. The President, as he promised, has 
at once handed back the steel mills to their owners and 
nine-tenths of them are now cold. In its 6 to 3 decision, 
the Supreme Court upheld Judge Pine’s ruling against the 
Administration and the majority opinion, read by Justice 
Black, firmly denied that the President had any powers to 
seize private property, save those given him by Congress. 
The Constitution, the decision went on, makes Congress the 
law-maker ; the function of the President is to execute the 
laws. Even the “ expanding concept ” of the threat of war, 
which, with the threat of economic disaster, has steadily 
widened the presidential powers during the past two decades, 
might not be stretched to give the ultimate seizure powers 
to the Commander-in-Chief. 


This decisive check to the expansion of executive powers 
has been enthusiastically welcomed in Congress and through- 
out a country which is jealous of the sanctity of the Constitu- 
tion ; even those who do not believe Mr Truman himself 
has any dictatorial ambitions welcome the restatement of 
the doctrines of the separation of powers and the supremacy 
of law. Indeed, as Justice Frankfurter said in a concurring 
opinion :— 

Constitutional questions seem 0 exercise a mesmeric 
influence over the popular mind. This eagerness to settle 
—preferably forever—a specific problem on the basis of the 
broadest possible constitutional pronouncements may not 
unfairly be called one of our national minor traits. An 
English observer of our scene has acutely described it: 
“ At the first sound of a new argument over the United States 
Constitution and its interpretation the hearts of Americans 
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leap with a fearful joy. The blood stirs powerfully in their 
veins and a new lustre brightens their eyes.” 


The quotation is from The Economist of May 10, 19§2. 


A few voices have already been raised to deplore the gaps 
which so sharp a separation of powers leaves in the fabric 
of government ; they express anxiety about the capacity to 
deal with future emergencies—however poor the justifica- 
tion in the steel case may have been—and are eager for 
Congress speedily to authorise the. President to seize indus- 
tries in which a prolonged stoppage would be dangerous to 
the national welfare. Several such Bills are now before 
Congress, but many members are inclined to agree with 
Senator Taft, who will not lift a finger to help the President 
out of his difficulties until the possibilities of existing legis- 
lation—that is, the Taft-Hartley Act—have been exhausted. 
The only advantage of invoking the Act would be to postpone 
a strike for eighty days; if a settlement-had not been 
reached by then, Congress would have to take action. And 
the steelworkers, who have already put off their strike for 
more than eighty days, would be justifiably <mbittered by 
further delay. 

Justice Clark in his opinion suggested that the Admini- 
stration might have taken a more acceptable course: the 
direct placing of government defence orders for steel with 
the mills. This would then have enabled them to be seized 
under a provision of the Selective Service Act. It may 
come to that, but with a month’s supplies or more in the 
hands of domestic consumers, collective bargaining, which 
once nearly provided a settlement, may be given another 
opportunity. The Administration cannot, of course, wash 
its hands of the dispute, for it must determine the price 
relief to which the companies are entitled ; this is the real 
sticking point. But the support of the courts places the 
companies in a strong bargaining position and the stabilisers’ 
next thoughts must almost certainly be how to lessen the 
impact of higher steel prices on the whole price structure. 


* * * 


Ike’s D-Day 


General Eisenhower’s personal D-Day, almost exactly 
eight years after his invasion of Normandy, came when he left 
the protection of his uniform last Wednesday and went back 
to his childhood home in Kansas-to open his campaign for 
the Republican presidential nomination. There, watched by 
the whole country, he fired his first political salvo in a speech 
well above the head of his immediate opponent, Senator Taft, 
who had prepared for the General’s return by an attack not 
only on his support of the Administration’s foreign policy but 
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on his competence when Chief of Staff. General Eiscnhowe; 
while explaining and defending that foreign policy, neverthe. 
less aimed at his party’s real enemy, the Democratic Adminis. 
tration, which he said had been in power too long. He oy. 
lined the four ways it threatened free government in the 
United States—unreasonable antagonism between economic 
elements (presumably a reference to the steel strike), inflation 
excessive taxation and overgrown bureaucracy. There was 
little to inspire enthusiasm in the speech, and the General dig 
not say how he proposed to counter these threats, but he can 
hardly avoid being more specific when answering newspaper 
reporters, which he is doing while The Economist is in the 
press. 

General Eisenhower is probably right to try to avoid 
skirmishes within his party and save his strength for the 
decisive election battle. He must realise how little he knows 
about the detailed domestic problems of his country, and how 
many potential supporters will be offended by each definite 
stand he takes. Above all, his appeal to the voters lies in his 
present aloofness from party intrigues, in the belief that in 
the White House he would have a fresh and independent 
approach to the country’s problems. But the General’s 
managers argue that if he avoids skirmishes between now and 
the Republican nominating convention in Chicago on July 
eo e — be Senator Taft who leads the party into the 

e. 


The choice will be made by the delegates to the convention, 
and at the moment Senator Taft is slightly nearer than is the 
General to having the promised support of the necessary 604, 
But the balance is held by an uncommitted group, and both 
sides are pinning their hopes on these delegates. This week’s 
primary election for the delegates from South Dakota, so 
close that the result is still uncertain, shows how evenly the 
sides are matched. Mr Taft should have done better in his 
own Middle West, but a clear victory for General Eisenhower 
might have swept him into the nomination as his victory in 
New Hampshire swept him into the campaign. 

Now both sides must capture delegates as and how they 
can. In Texas, Mr Taft’s men proved that they would stop 
at nothing: by an unbelievably barefaced manipulation the 
local party machine sent a Taft delegation to Chicago against 
the wishes of the state’s Republican voters ; as a result there 
will be two rival delegations from this important state, and 
the nomination may depend on which one is finally approved. 
Faced with such manceuvres, General Eisenhower has agreed 
at least to put himself in a position to be shot at, even though 
he does not yet seem prepared to shoot back. “From now until 
the convention, in New York, Detroit and Denver, he will 
answer the — put by any Republican delegates who 
care to visit him. 

* * * 


Congress True to Form | 


The House of Representatives ran truer to form than 
did the foreign affairs committees when it cut a further 
$726.5 million, in addition to the $998.9 million recom- 
mended by its committee, from the $7.9 billion requested 
by President Truman for foreign aid in the coming yea; 
and when it took all of this from economic rather than 
military assistance. The Senate, after some impassioned 
sarcasm from Senator Connally, rejected four more severe 
cuts and added less than $200 million to its committees 
$1 billion reduction, spread equally over all sections of the 
me. The conference committee has comproms 
~way between the two, ing a total of $6,448 
million ; this includes $3,416 million in military aid for 
~~ and $1,283 in economic aid. The Senate is thought 
to sure to e this, but the House may 
lifficulties. approv = é 
President Truman has already promised that, wher > 
goes round the country ing for the Democrati¢ 
a candidate, he will call Congress to account if it 
ails to provide adequate funds for either mutual security 
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ad or defence at home. He is obviously tt to do 
eel for his successor this year as he did for himself 
in 1948 by attacking Congress, and Congress is helping him 
by keeping even closer to its usual form on other legislation 
than it has on foreign aid. It has refused even to make a 
pretence of considering Mf Truman’s Fair Deal, the social 
legislation which appeals so much to the voters, on the 
excuse that at all costs the session must be finished before 
the Republican nominating convention opens on July 7th. 
But even with this light programme Congress, and espe- 
cially the Senate, is as far behind schedule as ever, partly 
because of the weakness of the Democratic leadership, but 
mainly because members, most of whom are standing for 
re-election, have been Spending more time in their constitu- 
encies than in Washington, And when they have passed 
Bills they have sometimes only succeeded in making more 
work for themselves. Time will have.to be found, for 
example, for an attempt to override the President’s veto on 
the Bill giving the oil under coastal waters to the states. 


The only major piece of legislation Congress has actually 
finished with this session is the ratification of the Japanese 
peace treaty and the accompanying Pacific pacts. Little 
difficulty is expected in obtaining Senate approval of the 
two agreements with West Germany that involve the United 
States. But there is likely to be controversy over the neces- 
sary extension of the President’s war powers and there 
already is controversy over the extension of economic con- 
trols. The Senate is dealing with these this week, but the 
House has not yet received a Bill from its Banking Com- 
mittee. However, it has completed action on all but one, 
funds for foreign aid, of the eleven major Appropriations 
Bills, while the Senate has hardly begun on them. It is very 
doubtful if such a backlog can be dispersed in the month 
that remains before the convention, even though the Senate 
is now disposing of legislation with unusual speed. 


* * * 


Everybody Loves a Farmer 


The farmer, who contributed so notably to the Demo- 
crats’ victory in 1948, is being courted this year with grim 
determination by both parties. Four years ago the Demo- 
crats convinced the farm states that declines in agricultural 
prices were due to the failure of a Republican Congress to 
provide adequate storage facilities—a charge which still 
rankles. The President’s opening shots in this year’s farm 
campaign were once more directed against Republican 
“mossbacks” who oppose the farm programme as 
~ socialism.” But in fact, the Republican farm stand is likely 
to pay the Administration the sincere compliment of almost 
slavish imitation. “Republican farm experts approve the 
present system almost in its entirety, though they will make 
much of the laxity in administration which has enabled dis- 
honest warehousemen to fleece the government. 


Indeed, Congressmen from the farm states, whether 
Republican or Democratic, are anxious to go further in fav- 
ouring the farmer than all farm groups consider prudent. ‘ In 
the Senate, Democrats—two of them, Senator Russell and 
Senator Kerr, candidates for the Democratic nomination— 
have introduced Bills which would repeal most of the recently 
hard won reforms in the price support system and the related 
concept of parity, the imaginary “ just price” which would 
guarantee farmers the purchasing power they enjoyed in an 
cartier period. By 1954 a new base for parity is scheduled to 
replace entirely the traditional 1910-14 base, which unduly 
favours producers of such staples as cotton, maize, and 
wheat and which discourages desirable diversification. Both 
Senators would continue the out-moded base for parity. 
This is opposed by the Administration, but it supports 
»<nator Kert’s efforts to abolish the present “ sliding scale ” 
of price Supports, designed to ‘di over-production 
and the piling up of costly surpluses by lowering s rts 
‘times of abundance and raising them when crops are short. 


659 


Tt is argued that the farmer’s present reluctance to increase 
his acreage, which this year is falling 7 million below the 
government goals, is due to his fear of being penalised for 
plenty. In fact most of the major crops are being supported 
at 90 per cent of parity; Mr Brannan, the Secretary of 
Agriculture, has taken no risk of quenching farm enthusiasm 
for production or for the Democratic party by experimenting 
unduly with the sliding scale for basic crops. How quickly 
feast can turn to famine has been shown in ‘potatoes, from 
which supports were withdrawn two years ago and which 
now are so short that housewives and hotels are being asked 
mot to serve them in order to break a flourishing black 
market. 

Congressional anxiety to appear on the farm hustings 
bearing gifts will be restrained only by fear of consumers’ 
resentment in the big cities. But it is doubtful whether 
higher prices are the real solution for the farmers’ troubles. 
Though farm prices are falling, and the big postwar boom 
is clearly over, what will pinch the farmer this year most 
is the cost of the things he must buy. His purchasing power 
this year may be lower than it has been for a decade, with 
the exception of 1950. 

* * * 


Matchmaking Taxes 


The excess profits tax is promoting some strange and 
some not so strange marriages of convenience among cor- 
porations, particularly those which are growing with 
painful rapidity into the higher tax brackets. In this 
marriage market past losses may be more endearing than 
future earnings for, under last year’s tax Bill, losses may be 
carried forward three years, instead of two, as an offset 
to later profits. In advertisement columns firms may be seen 
putting their best, that is their tax loss, foot. forward. 
In a recent case of a merger between an expanding ice- 
cream company and a maker of buses, it was considered that 
the latter’s dowry, a three-year loss of $5,500,000, was as 
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strong an attraction as the fact that ice-cream needs to be 
delivered. 
Among more blue-blooded corporations the excess profits 
tax is helping to sweeten, at least, a contemplated merger 
between the Atlas Corporation, Consolidated Vultee Aircraft 
Corporation and the Kaiser-Frazer Corporation; the 
latter holds seventh place among automobile manufac- 


turers es well as making aircraft. No progress has yet been, 
announced to the hopeful stockholders of Atlas, but the 


advantages are clear. The merger would give Consolidated 
a foothold in the automobile market, insurance against the 
day when its aircraft orders fall off from their present $900 
million backlog. Also the automobile company, which may 
later this year turn the profits corner, can offer a $40 
million tax credit on past losses, $19 million of which must 
be used before the end of 1952. “The obstacles involve 
obtaining the consent of half a dozen different government 
agencies, the Department of Justice, the Securities and 
Exchange Commission, the Reconstruction Finance Cor- 
poration, and others, not forgetting the Department of 
Internal Revenue, which, before approving the use of the tax 
credit, would have to be satisfied that this was not the 
principal reason for the merger. 


The tax load is now considered so heavy that unless there 
is a new inflationary tide, covering up the present soft spots 
in the economy, the pressure on Congress to reduce taxes 
next year may be irresistible. The issue cannot be side- 
stepped. The excess profits tax, which was revived after 
the Korean war, was given a short lease of life. It expires 
on June 30th next year, and six months later the increases 
in personal income taxes voted in 1951 also expire, unless 
Congress decides to continue them. 


Shorter Notes 


Mr James McGranery, the new Attorney General, has 
taken over his duties as head of the Department of Justice to 
succeed Mr Howard McGrath, who was dropped in the con- 
troversy over the’ dismissal of Mr Newbold Morris as special 
investigator of corruption in the government. Mr 
McGranery’s confirmation by the Senate was preceded by 
lengthy debates on the adequacy of his understanding of basic 
US law and on how vigorously he could be expected to 
investigate the Administration. For his part, Mr McGranery 
has. pledged an “unspectacular clean-up ” that will not in- 
volve “ running around the country on television and radio.” 


* 


Plans to merge two large banks in New York City, the 
Manufacturers’ Trust Company and the New York Trust 
Company, have been dropped after shareholders in the 
latter were reported to be dissatisfied with the terms arranged 
for the exchange of their stock for that of the new enterprise. 
Had the merger been carried out, the new bank would have 
been the fourth largest in the country, with deposits of $3.275 
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billion in 114. offices in the city. This is the second time 
within a year that an t banking union has narrowly 
missed completion in New York ; last August legal obstactes 
por a merger between the Chase National Bank and the 
of the Manhattan Company. 

” : 

Washington will not after all have the diversion of seeing 
the Capitol, where Congress meets, picketed by helicopter 
and showered with leaflet-carrying fulisens. An agreement 
has been reached by which the firm painting the bviiding 
will use trade union labour ; the contract for the p:inting 
had been awarded to a non-union company and, since picker. 
ing is forbidden on Capitol Hill, the union had decided to 
take to the air in protest. 


* 
The conversion of the speedometers on Air Force planes 
to knots instead of the present statute miles is another declara- 


tion of this service’s independence from the Army. After 
July 1st Air Force “ ships ” will be calibrated as water-borne 
craft are, since much of their flying is over water. Civil 
aviation companies are, however, objecting to a proposal that 
they should do the same. 


A department store’s scheme for selling musical instrv- 
ments is helping the budgets of music teachers in Cleveland, 
Ohio. Under the plan the prospective musician takes a trial 
course of instruction at the shop, with instrument and music 
provided free. If his interest is sustained and he shows ability, 
at the end of the trial he is encouraged to continue with private 
lessons—on an instrument of his own purchased from the 
store’s music dqpartment. 

* 


The long controversy on the New York City budget for 
the fiscal year starting on July ist concluded rather 
tamely with its unanimous approval by the Board of Estimate. 
The Mayot, Mr Impellitteri, was responsible for the $1.47 
billion programme, the highest in the history of New York, 
which will be financed in part by special new levies as well 
as by u continuation of the 3 per cent tax on retail sales 
which is due to expire at the end of this month. 

+ 

California’s Alien Land Law, passed in 1920 to stifle 
Japanese competition in agriculture, has been declared uncon- 
stitutional by the State Supreme Court and the decision has 
been accepted by the state government. The Court held 
that the law, which barred aliens who were not eligible for 
American citizenship from owning property, was unconstitu- 
tional on racial grounds ; a lower court declared it invalid 
because it contravened the United Nations Charter. At the 
time the Act was passed, aliens from the Orient were 
excluded from ever becoming citizens ; the ban on naturali- 
6 has now been, or is likely to be, removed from all 

ians. 
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Communist Violence in France 


(From Our Paris 


EFORE Whitsun Paris had its liveliest political week 
B ince the big strike of November, 948. It began with 
the floating of M. Pinay’s loan ; it continued with the signing 
of the treaty for a European Army, a diplomatic fixture “ pas 
comme les autres” ; it ended with the arrest of M. Jacques 
Duclos, acting secretary general of the French Communist 
Party, who had been discovered during the bloody riots of the 
night of May 28th, in a motor-car with his wife, his chauffeur, 
4 short-wave receiving set, a loaded revolver and two warm 
dead grey pigeons. M, Duclos, the first Communist leader 
to be arrested since the liberation, spent Whitsun “ inside ” 
with M. André Stil, editor of Humanité, who had been 
locked up some days previously. ° Humanitéd itself was twice 
confiscated before Whitsun ;.and the police have carried out 
a search of the premises of the Communist Party and affiliated 
organisations. The legal consequences of the rioting are at 
present veiled behind the phrase atteinte a la siireté intérieure 
de Etat, so that some days will probably pass before 
it is known who is to be prosecuted and for what offence. At 
the time of his arrest M. Duclos was described by the press 
as having been gaught flagrante delictu; but doubts as to 
the precise nature of the case against him have since been 


coupled with speculations about a wider prosecution of organs 
of the Communist Party and of the associated Communist 
bodies which called for the demonstration. 


Orders from the Kremlin 


It is believed that the riots, which took the form of a large 
planned attack on the police by gatigs of militants armed with 
clubs, iron bars and spiked stakes, followed instructions given 
by the Kremlin to M. Francois Billoux, who recently 

turned from a visit to M. Maurice Thorez, still convales- 


‘nt in the Soviet Union. In a contribution to Les Cahiers ~ 


du Communisme M. Billoux proclaims the absolute necessity 
of smashing the French bourgeoisie. 


The bourgeoisie is handing over the country fo the 
American occupation, ... It is not a kind of victim of the 
American colonisation, for it has voluntarily and deliberately 
submitted to the orders of the American millionaires. .. . 
The defence of French industry cannot be assured by a 
~natonal union” of the workers, middle classes and 
industrialists . . . this would only be a union of betrayers 
and betrayed. 
Spurning the bamboozlements of M. Pinay, who, in the 
words astonishingly permitted to emanate from M. Duclos in 
es. “ was ——— councillor of Petain, ee with 

e Germans a eserved to be prosecuted for making illicit 
profits,” the French should take determined action—against 
the American army in France, against their own excessive 
recarmament and military service, against colonialism in 
North and Central Africa. Nor, says M. Billoux, should the 
ae = national claims of Alsace and Lorraine. . 

¢ Caners also attacks “ the hi of the Ch 
who are trying to maintain seis nn Catholic road 
Communist workers.” Thus W. ’s demonstration 
against General Ri seems i mark a new 
phase in the French Communist Party’s a tactics ”"—a 
. . the 


Switch from the semi-soporific technique Partisans of 
Peace, which played wu r lassitude and neutralism, 
to that of the: oepieientae with its double incitement to 


‘ngct and fear: anger against the foreigner who is inces- 


Correspondent) 


santly slated as a warmonger, fear of the indigenous Com- 
mumnist minority which pretends that tomorrow it will be 
in er. 

‘ortunately for France and the Atlantic alliance the first 
essay in Communist violence was a resounding failure. Out 
of over 700,000 Parisians who voted for the Party last June 
only 7,000 or 8,000 turned out “ against Ridgway” in the 
streets. “In fact, Wednesday’s manifestation only differed 
from previous flops (for example, demonstrations against 
General Eisenhower and against the German ex-generals at 
the EDC conference) in the scale of the cptrations organised 
by the rioters against the police. The Communists had 
repeatedly failed to arouse the population in the streets, in the 
factories and at the docks, against the American military 
alliance and presumably expected to fail again this time. 
What, however, they could make sure of was a straight fight 
with the French police. The usefulness of this tactic is not 
evident. It is true that the population as a whole dislikes the 
police, who are rather rough, and is disinclined to come to 
their rescue when they are sét upon by other rough men ; 
whereas, if the same gangs attacked American buildings in 
Paris, the crowd might conceivably turn actively against them. 
But occasional violence against a vague anti-Atlantic campaign 
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muddled up with protests against the government’s economic 
op eg re unlikely to carry the Communist cause further. 

face of it, indeed, the riot seems to have been for the 
purposes of world Communist propaganda: it will make 
good reading in China and Peru. Yet to continue in the path 
of violence is bound to be costly for the French Party— 
unless the Government’s reprisals are paralysed by judicial 
ae with the state once more proving incapable of 

orcing the very adequate existing laws. 

te and accurate information about 


‘to conduct.aiv elaborate survey of the problem. The 
Tee t the eiteshea’s 
to Frenchmen of all of’ political opinion) 


indicated very clearly several rather unfamiliar features of the 
Communist electorate. For instance, answeting the question : 
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“What points would you like the Party to stress icu- 
larly ?” only one Communist voter in 17 talked about 
“ shaking off the American yoke” or “ stopping the war in 
Indo-China,” and only one answer in ten contained ideas of 
the class struggle. The main themes of the replies were 
bread (or economic stability) and peace. But by peace the 
bulk of the, French Communists, the Institute found, under- 
stood not the Kremlin’s “ fight for peace ” (i.c., the maximi- 
sation of the international class-war) but simply neutrality, 
that is, non-involvement, either in a military alliance in peace, 
or ift a war between the Soviet Union and the United States, 
should it come about. Thus to the question: “ Do you think 
that France should take part in a Soviet American war even 
if she could stay completely neutral ?” 65 per cent of the 
sample of Communist voters replied: No ; and only 22 per 
cent: Yes. Realities’ survey proves almost beyond possible 
doubt that of the 5,431,000 Communist voters of last June 
(26.5 per cent of the electorate) the vast majority are con- 
cerned primarily with a more consistent system of parlia- 
mentary republican government and with more stable 
economics. Less than a quarter of the Communist electorate 
has any genuine feeling of solidarity with the Soviet Union 
or any comprehension of the theory of the universal class- 
war. Moreover, when asked whether they thought their 
standard of living could be improved by reforms or only: 
by a revolution (meaning another parochial revolution in 
France) no more than 41 per cent replied “only by a 
revolution” or “ by a revolution if necessary ” ; the majority 
declared itself to be respectably reformist. 

If, therefore, the figure 22 per cent is taken to represent 
the convinced Stalinist core of the French Communist elec- 
torated, the percentage of Stalinists in the whole nation 
becomes about 3 per cent (1,200,000 voters). What seems 
to be required in France is the kind of gain in political and 
economic confidence which reduced the Communist vote in 
Britain from 4 per cent of the electorate in 1945 to 0.8 per 
cent in 1951. Meanwhile the French Left, in the socialist 
party, the MRP and the non-Communist unions, has pro- 
visionally retained a tiny jot of faith amidst its scepticism 
of M. Pinay’s government. M. de Menthon, leader of the 
MRP, has said: “In France the Right is against the nation 
and the Left is against the state.” The rest of the year will 
show whether there fs a way out of this dilemma. 


Persia and the Court 


On Monday, Dr Mossadegh makes an appearance on the 
international stage that may well be his last. He has come 
to The Hague to present before the International Court of 
Justice Persia’s argument that the Court has no jurisdiction 
in the matter of its oil dispute with Britain. Before he 
captures the headlines (which he always does, thanks to his 
dramatic talent) it is worth surveying the purposes that are 
- served by the proceedings. Many people feel that they are 
unlikely to promote a solution that will put Persian oil back 
upon the world map, and that, -therefore, they have little 
value beyond that of a peepshow. This estimate leaves out 
of account some results of the court verdict—results that 
must follow whichever way the judges decide, and that are 
described below. 


The proceedings which begin on Monday have nothing 
to do with the merits of the case. All discussion of these is 
in suspense until the Court has dealt with the question of 
jurisdiction which is raised in a preliminary objection filed 
by the Persians. On jurisdiction; the British argue that the 
Court has competence in the matter because the Anglo- 
Persian oil agreement of 1933 had a dual character. They 
contend that it is on the one hand a simple oil agreement, 
but that it is also an international convention since it was 
negotiated under the auspices of the League of Nations as 
the basis of settlement of a previous dispute. The British 
case points out that Persia bound itself to accept the Court’s 
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jurisdiction in such a matter when it ratified the Option 
Clause regarding jurisdiction in 1932. The British, adq; 
a point which borders on the merits of the case, claim thar 
the dispute does not fall exclusively within Persia’s domestic 
jurisdiction since it has entailed treatment of foreign 
nationals along lines that infringe international undertakings 
given by Persia in treaties of 1857, 1903 and 1928. The gis 
of the Persian reply is that the Court has no competence 
because nationalisation of industries is a purely internal 
affair, and that Persia has not maltreated foreign nationals 
since it was always ready to pay them compensation, pro- 
vided they would let it sell its oil, The Presiden: of the 
Court, who is a martinet when witnesses stray from the 
point (he recently reproved Sir Hartley Shawcross for doing 
so) will have his work cut out to keep the questions of 
jurisdiction and of merits from overlapping. Dr Mossa- 
degh’s farewell broadcast upon leaving Teheran suggests 
that he, in particular, has no mind to keep them apart. 


The Court’s decision as to whether or no it has juris- 
diction is not prejudiced by the fact that last July it issued 
an interim Order to the parties in the dispute. |: stated 
specifically, at that time, that its Order “ in no way prejudged 
the question.” (it will be remembered that the Polish and 
Egyptian judges dissented from the Order, on the grounds 
that it had just this effect ; the Russian judge was ill.) The 
Court is therefore free to decide either way. But if it were 
to decide that it has not jurisdiction, at least two important 
consequences would be implicit in its decision. First, this 
would suggest that all agreements reached between local 
governments and foreign companiés are none of the Court’s 
business, even when re under ifternational auspices ; it 
will therefore discourage the investor from placing his money 
abroad, to the detriment of all countries which seek to 
increase their industrial potential by encouraging foreign 
investment. This consideration is of the greatest concern 
to all potential investors ; it is of equal concern to al! areas 
in need of investment or aid. 


Causes of Failure to sell Oil 


Secondly, such a decision is likely to affect the immediate 
course of events in Persia. For, beyond a doubt, the Court's 
interim order of July 5, 1951, has affected the course of 
events there in the last year. Persians like to imagine, and 
their press and radio tell them constantly, that their failure 
to sell oil since the British left is due to the deep and bitter 
“ machinations of the British Government and former oil 
company.” In fact, such: were_not necessary and did not 
happen. The major causes of failure were first, that crude 
oil is plentiful and that the only variety available from Persia 
was high-grade aviation spirit which the Persians were not 
by themselves capable of extracting in quantity from the 
Abadan refinery ; secondly, that selling oil is not the simple 
waterfront operation they had imagined ; and, thirdly, that 
tanker owners—even those with bootlegging inclinations— 
were deterred from carrying goods the ownership of which 
had been thrown into doubt by the Court’s order, because the 
operation might entail a hold-up and months of costly 
wrangling. the Court were now to decide that :t has no 
jurisdiction and were to rescind its order, this third handicap 
would be removed and Persia might sell a little oil abroad if 
it were not fussy about price. The first two handicaps would, 
of course, survive; they will also become increasingly 
hampering as the months go by and the many "cw local 
refineries which companies and governments are now build- 
ing as the result of the fright S haaiea come into operation 
one by one. Even with one handicap removed, therefore, 
Persian sales might remain negligible. 

If on the other hand the Court were to decide that it has 
competence, it would need to move on to the question 
merits—on to the British claim, which covers resiution & 
alternatively, damages, and on to a Persian counterclaim 10 


“ illegal plundering.” Years of wrangling would li 
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Marconi came into a world in which communications 

were adolescent. When he left it, the marvels of radio 

were a commonplace. His name had achieved immortality ; 
his work was established in the service of mankind. 

It is therefore no coincidence that the Company which 

he founded should supply communication and 

navigation equipment for aircraft like the Canberra 

and Comet, which are the most advanced 


of their class in the world. 





MARCONI’S WIRELESS TELEGRAPH COMPANY LTO * MARCONI HOUSB * CHELMSFORD: ESSEX 





| FLY 
3 WITH THE MOST AIR-MINDED 


: PEOPLE IN THE WORLD 


t Who are the world’s most air-minded people? Statistics 
e show that, per head of population, the honour goes to 
Australia. That’s another good reason for flying with 














h Qantas, Australia’s international airline with over thirty 

ie 

ly years’ experience — now serving over 38,000 miles of 

. world routes with all-Australian crews. 

d, Linking Australia with Indonesia, Malaya, India, Pakistan, Europe, Egypt, Philippines, 

4 Japan, Hong Kong, New Zealand, and over 70 airports covering the South-West Pacific. Fly 

i. 

mn AUSTRALIA'S QANTAS 

2 tl fi} i T fi} § INTERNATIONAL there's a world 
a AIRLINE of difference! 
of - 

m; QANTAS EMPIRE AIRWAYS LID (inc. in Queensland) in association with B.0.4.C. ond TEAL. 

of } 


ad ———————n Consult your travel agent—or QANTAS, 69, Piccadilly (MAYFAIR 9200)—or any office of 8.0.A.c. 
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CE THE ROYAL CHARTER COMPANY FOUNDED IN 1759 


Carron will plan the 
complete layout for 
your works canteen 


Carron heavy duty cooking equipment is produced ” 
to run on any type of solid fuel, steam, gas, oil or \ 
electricity. Carron experts are in a position to advise 
on the most suitable installation to meet your particular re- 
quirements. Not only will Carron supply the best cooking 
equipment for your purpose, but will plan the complete installation. 
Regular maintenance contracts can be arranged. Write for further 
details and literature to Department HC. ~ 


Cc a F F © n HEAVY DUTY COOKING EQUIPMENT Coal + Coke + Steam : Oil : Gas : Eleciricity 


CARRON COMPANY - CARRON -: FALKIRK - STIRLINGSHIRE and London + Manchester + Liverpool * Newcastle * Glosgow 
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ALUM, 28 chemical known 
and used for over 2,000 years, 
is used for the coagulation of 
latex, the first stage in the 
manufacture of — rubber. 
Spence have been making 
Alum since 1846 when Peter 
Spence pioneered the modern 
process for the preparation 
of aluminium salts by the 
acid extraction of carbon- 
aceous shale. 





Alum is just one of the range 
of Spence chemicals for in- 
dustry. . 





CHEMICALS FOR INDUSTRY 
PETER SPENCE & SONS LTD. | 


WIDNES LANCASHIRE 
tONDON MANCHESTER BRISTOL = 
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and might be abortive. Indeed, the Persians have threatened 
co nip such proceedings in the bud, since they have pro- 
claimed that the ultimate decision of the Court will “ make 
no difference to their intention to follow the road they have 
chosen.” A Court decision that it has jurisdiction might 
therefore have no immediate practical result on the flow of 
oil, but it would have some legal and moral consequences 
that would be of interest to the whole world. 

It is perhaps pertinent to add that the Court’s decision will 
greatly affect Dr Mossadegh’s personal position inside Persia. 
A triumph for his view will win him a short further lease of 
life ; a defeat will hasten the growth of the mounting oppo- 
sition to his policy. But this is a domestic Persian affair. It 
would be of interest to the world at large only if it were pos- 
sible to discern a good candidate to take his place. None is 
apparent at the moment. 


in. the Rumanian 
Countryside 


[BY A CORRESPONDENT] 


Unrest 


A LARGE measure of responsibility for last week’s upheavals 
in Bucharest, which included the replacement of the Minister 
of Agriculture, can almost certainly be placed on the 
deteriorating economic situation within the country. The 
currency reform of last January has failed to bring the 
peasants to heel and the perennial problem of food shortages 
again seems to be a source of much anxiety to the Govern- 
ment. Vigorous police supervision and numerous prosecu- 
tions have not prevented renewed activity on the free and 
black markets, and on the latter there has been a steady 
increase in the exchange rate of the dollar which recently 
stood at 18 lei instead of the official 11.09 lei. The whole 
object of the January currency reform, the promotion of a 
lower cost of living by a reduction in food prices, is being 
jeopardised by a general recrudescence of illegal transactions 
in food. The Government has been sufficiently alarmed to 
adopt a series of measures designed to rectify certain grave 
omissions in its agricultural policy. 


For many years, in fact since 1945, priority in capital 
investment has been given to the programme of industrialisa- 
tion. Agriculture and rural development in general have 
been relegated to'a position of secondary importance, and 
have had to be content with a lower scale of financial 
assistance, as the following table shows. 


Percentage of national capital investment 


Industry Agriculture 
1949 47.2 9.4 
1950 50.2 6.6 
1951 51.4 10.0 


The result has been that agricultural productivity has not 
kept pace with industrial expansion, and the growing 
demands of the industrial proletariat have not been satisfied. 
(he Rumanian press has given many examples of the adverse 
elects of this policy on the feeding of the population. It 
has described how some rations have not been honoured for 
months ; how peasants and school children have been con- 
scripted to gather beechnuts which the authorities then 
Pressed into oil as a substitute for edible oil rations ; how 
the Bucharest People’s Council was at one period so appalled 
oy the disastrous food situation in the capital that it advo- 
‘ated the compulsory transfer of all farms in the vicinity 
to the State regardless of ownership. This and other con- 
clusive evidence of alarming food deficiencies galvanised the 
“Sovernment into extending more liberal grants towards the 
rasing of agricultural productivity. This year, a total of 
337 million lei—106 million more than in 1951—is to be 
allocated to this purpose; and. will be partly spent on 
*peeding-up the mechanisation of agriculture, 
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Grave defects in another direction are to be eliminated. 
Despite the ‘propaganda and money spent on stimulating 
trade between town and countryside through consumer 
co-operatives and ancillary organisations, such as Fruit and 
Vegetable Centres, the Government seems to have been 
unable to induce the peasants to part with their surpluses 
after the compulsory surrender of the annual quotas of 
cereals, meat and milk to the State. During the brief debate 
on this year’s Budget in the National Assembly, the deputy 
for Botosani deplored the fact that whereas over 121 million 
lei worth of industrial products had been sold to the peasants 
by the co-operatives, the latter had only received 4.5 million 
lei worth of agricultural products in return. Other deputies 
voiced similar complaints. 


The reluctance of the peasants to do business with the 
co-operatives does not seem to be wholly due to their 
ineradicable suspicion of State trading units. In many cases, 
the Government appears to have neglected to supply the 
co-operatives with adequate stocks of the most elementary 
necessities, In its issue of December 19, 1951, the influential 
paper Universul confessed that whereas in theory the 
peasants should find the best outlet for their surplus produc- 
tion in consumer co-operatives, the failure of these tradiag 
units to provide everyday needs like kerosene, matches, 
sugar, salt and cloth was keeping the peasants at arm’s length, 
and encouraging them to dispose of their surplus to private 
traders for eventual sale on the free market. 


Persuasive Financial Measures 


The Government has realised that the situation is not 
likely to improve in view of the all-absorbing demands of 


heavy industry on the resources and finances of the country. 


It has therefore fallen back upon a more stringent application 
of the two prescriptive remedies for food shortages— 
collectivisation and collections. It has renounced its some- 
what peevish attitude towards the more intransigent peasants 
who refuse to believe in the benefits of collectivisation, and 
who forced it to modify its policy of registration in collectives 
by indirect pressure a year or so ago. Instead, it has been 
trying to break down the _o resistance of the peasants 
by persuasive measures of a financial nature such as, for 
example, the new taxes on farm buildings based on a decree 
of January this year, and the compulsory insurance of agricul- 
tural property which followed in February. These are 
intolerable burdens on all classes of peasants, but what made 
them more onerous was the fact that many farmers were 
required to pay the taxes for the first half of the year by the 
end of February. The peasants were already severely 
crippled by the January currency reform, which deprive: 
them of most of their ready money. They will have little 
money at their disposal to meet both taxes and premiums 
until after the spring and autumn harvests. Some of them 
may thus have been forced to enter the. collective farms, 
especially as the non-payment of taxes entails severe penalties 
amounting in some cases to long periods of penal servitude. 
The fact that the Rumanian press referred to the establish- 
ment of scores of new collective farms during February and 
March testifies to the relative success of this new financial 
counter-attack on the economic independence of the 
peasants, 


Compulsory Collections 


The Government also intends to extract the compulsory 


collection of the highest possible annual quotas of agricultural - 


products from all classes of cultivators, particularly from the 
kulaks. New decrees of assessment have been issued, and 
fresh instructions for their rigorous execution have been 
circulated among the state collection units. The decree for 
the compulsory collection of meat which came into opera- 
tion at the beginning of the gyear, the decree for the 
collection of vegetable produce of March, and the decree for 


the. collection ‘of milk, all follow the revolutionary principle 
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governing the collection of grain—that quotas are to be fixed, 
not according to the fertility of the soil, but to the size of 
the holding. In the>case of vegetable produce, two new 


provisos have been added to the effect that quotas may. be 


increased in regions of exceptional fertility, and that farmers 
are henceforth disallowed the right. to contest assessments. 
In view of the fact that kulaks are compelled to yield quotas 
32 per cent higher than other farmers, and that collective 
farms are conceded reduced quotas, it is plain that the under- 
lying motive of these decrees is to make the position of 
independent cultivators as untenable as possible, and to force 
them into the collective fold. By these and similar measures 
the Government hopes, perhaps, to accumulate sufficient 
reserves of food for exportable purposes, although it is 
doubtful whether it can do that and continue to supply the 
Soviet Union with the vast quantities of agricultural products 
dispatched regularly to that country every month. But its 
immediate purpose is to avoid a repetition of last year’s 
failure of the collection scheme, and of the rationing system 
associated with it. 


The Indian Slump 


[FROM OUR CORRESPONDENT IN INDIA] 


In India the world recession has assumed the propor- 
tions of a real shake out, though a shake out which is now 
stabilising itself. The wholesale price index has dropped 
by one-fifth over the last year, and, at the bottom, in March, 
was below its pre-devaluation level. It is still only-a little 
above that level, and is below the pre-Korea level. This 
result, which the Indian public quite clearly regards as 
happy, has been achieved by a combination of world factors 
and skilful government policy. Ifdia was a considerable 
beneficiary from the rise in world prices of raw materials 
which followed Korea ; all its exports, from cotton textiles 
te hides and from jute goods to manganese, met with a 
strong demand at high prices, and the terms of trade 
improved by several points. But now that stockpiling has 
slackened, and rearmament programmes are being drawn 
out, the demand and prices of Indian exports have dropped 
correspondingly.’ Jute goods, hides and skins, edible oils, 
shellac, for example, are all at only half their peak levels, 
and the demand for both hessians and cotton textiles has 
noticeably slackened. Last year Indian inflation was largely 
imported; this year eéxternal influences are notably 
deflationary. 


Indian import prices, however, have gone down much less, 
despite notable falls in such commodities as Pakistan jute, 
Ceylonese coconut oil and Egyptian cotton. The terms of 
trade have worsened by perhaps 10 per cent and in 1952-53 
India may well have a trade deficit some {40 million larger 
than the {£140 million of 1951-52. Most of the 1951-52 
deficit was met by the American wheat loan and the sterling 
balance releases ; this year there may well have to be cuts 
to restrain inflation which will have the effect of retarding 
development, unless the American Congress grants, as it is 
indeed expected to do, some $250 million of aid. 


Fight Against Inflation 


This drop in the world prices of its exports has been 
eccompanied by a skilful disinflationary policy that the 


Indian Government has been following; consistently for the 


last year, and inconsistently ever since independence. The 


’ currency has. been slowly but steadily contracted ; the budget: 


has never been in deficit on tevenue account; and in 19§0-§1 


and 1951-52 produced large surpluses ‘{in 1951-52 {£70 * 


million, or a fifth of the total), small savings have been made 
sufficiently attractive to produce some {£30 million a year 
net at the present rates, the sterling balance releases have 
been used for machinery, not luxuries, and the rate of 


a Hemet, June 7, 1987 


interest on gilt-edged has been allowed to rise slowly. There 
Se en ee eee eee re MADOCT coor 
In 1950, frequent c failure adequately to associat 
welfare with productivity ; and, above all, decontrol in 1948 
and devaluation in 1949. 
On the whole, however, the Government has held steadily 
to its fight against inflation and in the last year its policy has 
been notably successful. It combined a budget surplus with 


buy gilt edged at a more or less fixed rate ; this has greatly 
reduced the banks’ capacity for increasing their liquidity at 
their deposits are now tied up in 


AS prices dr speculators found that, since the banks 
would not lend, were constantly having to unload stocks 
of one commodity in otder to pay for losses on another, 
Silver is now below world parity, and gold is as low as in 
1946. For the first time since 1939 speculators have really 
lost a great deal of money ; have been reminded that it 
does not always pay to hoard for the rise, and the public’s 
resultant pleasure has been visible. In the countryside the 
drop in prices has considerably reduced the cost of living, in 
some places by as much as 10-20 per cent. In particular, it 
has virtually abolished the black market in cloth and has 
reduced that in food ; the worst sufferer from both of these 
was the villager who does not grow enough for his needs. 
In the big towns, where cereals were subsidised by about 
one-third of their price, the Government has been able to 
abolish the subsidy, which would have cost £70 million at 
present import prices, without raising the cost of living. 

As the situation has eased, the Government has been fairly 
quick to take off controls. Forward trade in jute goods, for 
example, has been permitted, while most of the present 
internal distribution controls on cloth and yarn and the 
destinational quotas on exports of textile and jute goods have 
gone. It has been quick, too, though not always quick enough, 
to reduce export duties. The duty on most edible oils has 
been abolished, that on hessiat has been halved ; at Rs. 750, 
however, the hessian duty is still too heavy, and Indian textile 
exports are now severely handicapped by the failure to give a 
drawback on the duty on the imported cotton used and by 
the 25 per cent export duty on coarse cloth. The Indian tex- 
tile industry is, however, still better placed than any of its 
competitors, for it has behind it a home market which is 
getting only 13 yards per head against 16 yards before the 
war, as well as the only major cheap short staple cotton crop 
in the world ; the price of Indian cotton is at the moment a 
about half world parity, and the Indian spinner can use shorter 
staple growths which cost only one-third of the American 
cotton Lancashire or Japan has to buy.’ 


Sweden’s Economic 
Prospects 


[FROM OUR SCANDINAVIAN CORRESPONDENT | 
“ Worse than it was, but not as bad as it is made our (0 be.” 
In these cryptic comparisons-a well-informed observer recently 
summed up Sweden’s present economic position. The 


‘deterioration referred to is the end of the export boom of 
1951. : The pessimistic interpretation which is dismissed 1s 


that of many exporters, whose previously enormous profits 


are being reduced and who, in consequence (and partly = 
tactical reasons), tend to exaggerate the adverse effects of 
return to more normal trading conditions. Yet even on the 


worst assumptions yet made of reduced prices and quantines 
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Who would be a Farmer? 


Insecticides are often a greater trouble than the weather in a farmer’s life, 
but the development of new insecticides has made it possible for aphids, red spider 
and other insect pests to be brought more readily and-more surely under control. Essential 


chemicals in many of these new insecticides are made by Albright & Wilson. 


ALBRIGHT & WILSON LTD 


49 PARK LANE, LONDON, W.!I 





663 : THE ECONOMIST, June 7, 195) 





a 





Nowadays the car that’s made in England seldom stays in 
England. It’s quite likely to go to Lapland or Labrador — 
to face very un-English temperatures — twenty, thirty, forty 
degrees of frost ! 

So the maker of car engines, if he’s thorough, tests them in 
savagely low temperatures. And the maker of car parts like 
carburettors and electric starters does the same. Refrigera- 
tion helps the car industry. And the car accessory industry. 
And many more industries than most people realise ! 


If you’ve a cooling problem, consult 


FRIGIDAIRE 


Regd. Trademark 
the experts in refrigeration : 
commercial, industrial, medical and household 


FRIGIDAIRE DIVISION OF GENERAL MOTORS LTD. 
Stag Lane, Kingsbury, London, N.W.9. Telephone: COLindale 6541 
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, Poor girl, she 
always gets in this sort 
: SN. of mess when it comes 





Sess fo using carbons for the spirit 
AN ‘ duplicator ! So unnecessary 
an We «160, when all she needs are 
= OFREX Stainiess Hecto &. . 
Carbons to make a clean job of it. it 


Don’t let your office join the “ Purple-stain i / 
brigade” on duplicating days . . . stained ohh € lav 

hands and soiled clothes make the job a ke rs P 
dreaded ritual. OFREX Stainless Hecto LAr A fA. 

Carbons are made by a special process 


which ensures perfectly clean handling and 
maximum duplicating efficiency. 


OFREX Aecto CARBONS 


Wy 
CLEAN COPIES—CLEAN HANDS i NUMBE SEVEN 


Our representative will be glad to call and demonstrate the 
clean efficiency of Ofrex Hecto Carbons. Just pin this adver- 
tisement to your office letter heading and post to:— ~ 


OFREX LIMITED, OFREX HOUSE, NEWMAN ST., LONDON, W.I * Virginia’ Cigarettes 20 for 3/11 


& A member of The Ofrex Group of Companies ALSO Abdulla Turkish and Egyptian 
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Sw-den is likely to have again this year the most advantageous 
terms of trade in Europe. 

Many of the difficulties it now™faces are due to three 
fyctors—the importance of forest products, especially pulp, in 
its export trade ; the unabashed exploitation of the sellers’ 
ma:ket for pulp ; and the consequent’disturbances caused by 
che influx of part of the profits of this trade into the national 

my. The following table illustrates Sweden’s main 
ts in 1950 and 1951. * 
Main SWEDISH Exports tw 1950 anp 1951 
(In ‘000 Kronor) 





: 1950 1951 
ip paper eckeovtivoeveae 1,754,623 3,897,407 
od, wood goods...... 666,853 1,134,052 
hinery . ss sess Ver Gus 705,859 934,844 
> metals (0265 ssw e els 663,713 914,510 
Ss, vehicles i. sas sees 444 260 490,597 
5,706,665 9,206,776 


source: Kommerskollegium, Monthly Trade Statistics. 


fhe volume of exports did not change as much as their 
value in the above table indicates. Indeed, in round figures, 
53,000 tons less pulp was exported in 1951 than in 1950: 
in 1950, §§2,68§ tons of bleached sulphite pulp were exported 
for 283,331,000 kronor, but in 1951, 491,166 tons earned 
677,441,000 kronor. Iron ore exports, however, rose by some 
two million tons to 1§ million tons. Similarly, more 
machinery was exported, largely because of the completion 
of long-term orders placed under the now expired Russian 
trade agreement—8,393 tons of generators and motors as 
against 5,813 tons in 1950. The index of the volume of 
foreign trade, prepared by Svenska Handelsbanken, shows an 
increase of only 4 points for exports last year—from 144 to 
148 (1948 = 100)—compared with an increase of 20 points 
for imports—from 108 to 128. 

The result of all this was that Sweden’s visible trade 
balance showed a surplus of 19 million kronor. The surplus 
on invisible items was 860 million kronor. At first sight, 
therefore, the Swedish economy appears to be in a healthy 
state. But the good results of last year’s trading were due 
almost entirely to the high prices obtained for pulp. These 
prices are now‘dropping, im the first place as a result of British 
action earlier this year ; and they are likely to drop still farther. 
Moreover, the trend of world production and consumption 
makes it most unlikely they will regain last year’s high level. 
Increased production in the United States is weakening the 
sellers’ market and freeing for export elsewhere Canadian 
pulp previously sold to America. Admittedly this pulp must 
be paid for in dollars, but Britain now has such a big debt 
to the European Payments Union that its deficit has to be 
met fully in gold. It may therefore be more willing to buy 
cheaper Canadian pulp for dollars than dearer Swedish pulp 


for gold. 


Alternative Markets to the West? 


_ theoretically the Swedes should be able to offset their 
‘osses on pulp to some extent by increasing exports of 
machinery and other products. Exports of ore, for example, 
Wul certainly increase. But the ‘duanlonaxy situation of the 
past eighteen months has raised Swedish wages and costs to 
in unhealthy level, so that many products are at a competitive 
disadvantage." Swedish exports of machinery in particular 
are being hit by increased competition from Germany, now 
that the Ruhr is producing again, and producing on 
very favourable, terms—low costs, a tax system designed 
 cncourage exports, and quick delivery since the industry 
> as yet free from the, burden of armaments production. 
both German and British costs are commonly one-fifth to 
‘ne-third below comparable Swedish quotations. . 

_ in these circumstances two factors are of paramount 
““portance—internal economic policy and the prospect of 


cw markets. Unfortunately 1 elections will be held 
in Sweden this September 


, which means that the Govern- 
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ment is unlikely to take any strong measures to halt inflation. 
This normal political tendency is reinforced by the fact 
that the present Swedish .Government is a coalition of 
Socialists and Agrarians. The Agrarians. sometimes on. the 
basis of very shaky figures, insist on higher prices for farm 
produce. The Socialists, requiring Agrarian support, grant 
increases—and the unions have an irrefutable statistical case 
for increased wages. So it is that the much heralded “once 
for all inflation” of early 1951 still goes on. 


Nor is it easy to find alternative markets for goods that 
cannot be sold profitably in the West. There is no doubt 
that many longing eyes are cast to what are imagined to 
be the steady and profitable markets behind the iron curtain 
and in the East. Marginal areas like Indonesia, Pakistan, 
Persia or Egypt might help a little. But the scale of trade 
likely to be involved, even on the most favourable assump- 
tions, is very small and can do little to offset decreased 
earnings from trade with the West. 


All this looks pessimistic: and compared with the boom 
of last year it is. Pessimism, moreover, is reinforced by 
the frequent news that this or that concern has had to lay 
off workers, or even close down. But investigation usually 
shows either that the concern involved was producing nylons, 
which can only be profitably produced in Sweden in the 
abnormal conditions of recent years, or that some part of 
the forest industry, which is waging a war of attrition against 
foreign biryers, has temporarily reduced its activity. But 
on a longer view two factors are of undoubted significance— 
the falling prices of most important raw materials and the 
indigenous strength of Sweden’s position. It has great 
resources and a standard of living high enough to admit a 
considerable fall without hardship to its people. Whether, 
on the showing of recent years, it will pursue the policy best 
calculated to exploit these advantages is a more open 
question. 
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The Archipelago 


takes the biscuit! 


A manufacturer of biscuits, anxious to expand his expert trade 
in dollar markets, had heard that Colombia had recently relaxed 


its ban on the import of these goods. 
he asked. 

Reference to Colombian Decree No. 1141 of 22.5.51 provided an 
immediate answer. Imports of biscuits, though still prohibited on 
the mainland, could be accepted on the Colombian Archipelago 
of San Andrés y Providencia. From no other source could our 
client have obtained such quick and detailed information. 


“Can you confirm this?” 


THE ADVANTAGES OF BEING HERE AND THERE 


As the only British Bank with branches throughout Latin 
America, we can offer you special services—either direct or 
through your own bank. These services are set out clearly and 
concisely in our booklet “The advantages of being here and 
there”. We shall be glad to send you a copy on application to:— 


The Research Department 
(SECTION 34) 


BANK OF LONDON & SOUTH AMERICA LIMITED 


HEAD OFFICE: 6, 7 AND 8 TOKENHOUSE YARD, LONDON, E.C.2 
BRADFORD: 19 SUNBRIDGE ROAD MANCHESTER : 36 CHARLOTTE STREET 


“Kight im the 
HEART 
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You will find the London Office of the Bank con- 
veniently situated and fully equipped to handle your 
business with Australia. Enquiries invited regarding 
trade, business establishment, 








transfer of funds 
and all matters relating to Australia. 


The NATIONAL BANK of 
AUSTRALASIA Limited 


7 Lothbury, London, E.C.2 Established 1858 
Other London offices ot Australia House, Strand, W.C 2 and 8 Princes Street, E.C.2 


incorporated in Victoria 
















Habib Bank Limited 
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THE BANK THAT CONDUCTS THE 
LARGEST BANKING BUSINESS 
IN NEW ZEALAND 


Since its, establishment nearly 100 years ago, the 
Bank of New Zealand has kept pace with the 
country’s development. Information supplied by 
over 300 Branches and Agencies proVides current 
data on all aspects of commerce and industry, 
which is freely available to all with present or 
projected interests in the Dominion. 


You are invited to contact the London Office 
ot the Head Office. 


BANK OF 
NEW ZEALAND 


(ncorperated with limited lability in New Zealand) 


London Office : 
1 Queen Victoria Street, 
E.C4. 


Head Office: 


Wellington, 
New Zealand 


Branches also in 
Melbourne and Sydney; Fiji and Samoa 











Established 1941 
Head Office: KARACHI (Pakistan). 


Authorised Capital ... ... Pak. Rs. 20,000,000 
Issued & Subscribed... | ... Pak. Rs. 10,000,000 
Paid-up Capital we eee Pak. Rs. 10,000,000 
Reserve Funds we ewe Pak. Rs. 10,000,009 
Deposits as on 31/12/51 . Pak. Rs. 438,200,000 


In selecting desirable trade relations for exports and 
imports with Pakistan, Habib Bank Ltd., with 45 
branches spread over West and East Pakistan, can prove 
to be most helpful and you are imvited to use our 
services, 

The Bank is fully competent to handle all foreign 
exchange business, including opening and advising of 
commercial letters of credit, collection of documentary 
bills,. remittances, etc. : 

FOREIGN BRANCHES: Bombay, Calcutta and 
Colombo. 
CORRESPONDENTS & AGENTS at all important 
cities of the world. 
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Export Markets for Cars 


\ R BUTLER’S call for an increase in engineering 
LVL exports appears at the first glance to have met with 
an encouraging response from the motor industry. More 
British cars were exported in the first quarter of this 
year than in the same periods of either 1951 or 19§0. 
Nevertheless, the prospects for motor exports during the 
remainder of 1952 present some disquieting features, not 
the least of which is the industry’s continued dependence 
on the sterling area markets. The rate of car production, 
which has fallen from 564,000 cars a year to 430,000 
cars in little more than twelve months, is determined by 
the industry’s steel allocation ; and while steel remains 
scarce, the size of that allocation is determined, in theory 
at least, by its rate of exports. The allocations to the 
individual companies are decided on the same basis ; and 
just before the holiday the Parliamentary Secretary to the 
Ministry of Supply reaffirmed that the Ministry would 
continue to give increases in steel allocations to com- 
panies that expanded their exports and that, in con- 
sidering’ such increases, it would “have full regard to 
the success of motor manufacturers in increasing their 
exports outside the sterling area.” It still seems probable 
that by the fourth quarter of this year steel in general, and 
even sheet steel for cars, may have become less scarce, 
unless the imports from America fall far below or behind 
schedule. If motor exports should have fallen signifi- 
cantly by then, the industry may be asked some searching 
questions by the government. First, and most obviously, 
could it earn more hard currency by the export of addi- 
tional motor vehicles than was spent on the steel that it 
uses ; and, even though that might be demonstrable, 
could it earn more dollars by the export of additional cars 
made from extra steel than other industries might earn 
by turning that steel into more easily exportable goods ? 
These are questions to which the industry may find it 
hard to give a convincing answer. 


Car output has fallen from 522,515 in 1950 (the indus- 
try’s peak year, when it produced nearly 800,000 
vehicles of all kinds) to 476,000 last year. In the first 
quarter of this year, 113,500 cars were produced, com- 
pared with 123,200 in the first three. months of 1951. 
Assuming a slight but accelerating improvement in 
supplies of materials during the year, production for the 
twelve months might be put at not less than 450,000 
cars. If the home market’s 1952 allocation of 60,000 
cars were to be strictly observed, the actual number 
available for export might therefore be about 390,000, 
compared with actual exports of nearly 400,000 in 1950 
and 369,000 last year. However, in the first two months 
of the year 26,000 new cars were registered in this 
country ; allowing for the fact that some of these were 
tegistered by visitors, the home market probably took a 
third of its year’s quota in the first sixth of the year. The 
industry is smugly confident, however, that the original 
quota will again be exceeded this the 
Ministry may save face by raising the quota to nearly as 


high a figure of home releases as the industry expects. 
Last year, when the allocation was 80,000 cars, actual 
deliveries surpassed 112,000 ; and it is now estimated 
that actual home deliveries this year might be 100,000. 
On that basis, Britain would have some 350,000 cars to 
sell overseas, or only some 20,000 fewer than it sold last 
year. Since more than 100,000 cars went abroad in the 
first quarter, the task at first glance might not look un- 
reasonable ; but the main difficulties confronting the 
industry in 1952 did not begin to take effect until the 
second quarter. 


Where will overseas buyers be found for 350,000 
British cats this year ? An examination of the distribu- 
tion of exports in the last eighteen months illustrates the 
immediate problem. Of all British cars exported, the 
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| 1949 | 1950 | 1951 | 1952 
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Source : Society of Motor Manufacturers and Traders. — 








proportion going to the sterling area rose from 53 per 
cent in 1950 to 64 per cent last year, and in the first 
quarter of this year to 73 per cent. It is in the biggest 
markets in the sterling area—Australia, New Zealand 
and South Africa, which last year took 165,000 of the 
240,000 Cars exported to the sterling area—that the most 
drastic import cuts are expected to be imposed. The 
immediate upsets in the industry caused by the reduction 
and cancellation of import licences for cars to Australia 
are probably temporary ; cars can be adapted for sale in 
other markets. The longer-term prospects are more 
serious ; if exports to Australia fell by, say, 40 per 
cent this year, with what may prove to be minor cuts in 
the other two markets, the industry would have about 
§0,000 extra cars to dispose of in alternative foreign 
markets. There are signs that this additional number 
can be sold elsewhere in the sterling area ; many British 
exporters have discovéred since the war that the smail 
and miscellaneous markets can take a surprisingly large 
total of goods. The remainder of the sterling area— 
countries Malaya, Iraq, and the British colonies in 
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manufacturers were rationing deliveries to the local 
dealers. At present these markets seem able to absorb 
whatever extra cars can be sent to them. 


But to justify its claim to be the country’s major cur- 
rency earner, and prove its right to steel in competition 
with other exporters and essential users, the motor indus- 
try must develop its sales this year in two areas where 
demand for its products has recently been falling—the 
dollar markets and the other non-sterling countries. The 
recent trends of exports to these markets are not encour- 
aging. The main change in sales to these markets last 
year came in Canada, where—owing largely to restric- 
tions upon credit sales—the shipments of British cars 
fell from 76,000 in 1950 to 27,000. In 1950 about 8 per 
cent of British car exports went to dollar markets and a 
little over 17 per cent to the markets in Europe and North 
Africa ; in 1951 these proportions had changed to 9 per 
cent and 1§ per cent, but in the first quarter of this year 
only 6.6 per cent of sales went to dollar markets, while 
“European” sales increased fractionally to 15.5 per 
cent. In this same quarter, moreover, sales to the United 
States dropped by 13 per cent, to Brazil by 11 per cent, 
and to Canada by more than 90 per cent below the 
quarterly average for 1951. It might now be possible 
to achieve a considerable increase in exports to Canada 
for, since the lifting of credit restriction there, some 
British manufacturers have again been shipping at a rate 
of 2,000 cars a month. Orders from the United States 
have also been reviving. But any substantial increase in 
sales to other markets may be hard to achieve, for these 
are the marginal markets where Britain is meeting 
increased competition—and where the industry may need 
new models before it can attract more customers. 


Of the big British manufacturers, only Ford and Vaux- 
hall have put new models on the market during the past 
eighteen months. It is significant that both have 
larger engines than the Austin A.40, which since the war 
has probably sol@ abroad in larger numbers than any 
other single British model. The A.40 is not a baby car 
in the Continental sense, but it is still a small car of only 
1,200 cc. The new Fords and Vauxhails range from 
1,400 cc and 1,500 cc for the four-cylinder versions to 
2,200 cc for the six-cylinder. The Standard Vanguard 
falls into the same class as the 6-cylinder models, and 
the new Vanguard that is now being tooled up will cer- 
tainly be no smaller, since the company uses the same 
engine for cars as for the Ferguson tractor. 


These newer models are partly designed for markets 
inside and outside America that were previously domi- 
nated by the American car. The Vanguard was 
initially designed in 1946 to give the same seating 
Capacity as the standard American car, and the same 
might be said of the new Fords and Vauxhalls. The 
Chevrolet, with a 3,549 cc engine, is typical of the 
standard American design. General Motors produce 
about a million a year; in Belgium, one of the few “ free ” 
markets, it sells at Fr 123,000 compared with 
Fr 108,500 for the Vanguard, Fr 97,500 for the six- 
cylinder Vauxhall and Fr 88,800 for the four-cylinder 
Ford. These are not unfavourable comparisons for the 
American car, but the difference in price might still be 
big enough to give the British manufacturer some advan- 
tage even in the dollar markets themselves, always pro- 
viding his product is attractive in performance as well as 
in price, But if the medium car market were developed 
to any considerable size, it is certain that American 
manufacturers would then put such a car into produc- 
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tion, The existence of a British dollar market the: fore 
probably depends upon its remaining a small onc. 


_ In the two years Europe has been becominy an 
increas competitive market. Table II show: the 


relative shares of British, German and French exp riers 
in four European countries in 1950 and 1951. om. 
parative export figures are not yet available for the first 
quarter of 1952; but it is worth noting that in this 
period, while British output has declined, German. pro- 
duction rose slightly to 68,000 cars and French output 
rose from 78,000 to 92,000 cas. In the past there has 
not been any tendency to sell these cars outside Europe, 
but Renault is now believed to be planning an assembly 
plant in the United States for its small model, and the 
German industry is expected to make considerable 
efforts to sell cars in South America. 

This competition is one reason why British manufac- 
turers are turning to the small car as a second string, 
especially for those sections of the European market 
where petrol prices are all-important. The Hillman and 
Austin cars of about 1,200 cc are well established, but 
Austin, Standard and Ford have plans for smaller models 
to meet the competition of the 700 cc to 1,000 cc baby 
car that sells in Belgium for between Fr 50,000 and 
70,000. The only postwar small British car that has been 

















TABLE ITI 
nena erasure a 
| Exports of Cars from Total 
To | Year | from 3 | Propor- 
Germany| France | UK _ {countries tic: 
Ste oe heat Se ee ee 
Switzerland | 1950| 87861 5,915| 5,234 | 19,935 
| 1951 | 11.620| 4626 | 3.379 | 19,625 
Belgium. ; ; | 1950 | 12,205 | 15,628 | 15,187 | 43,020 
| 1951 | 14,364 | 12,618 | 12,606 | 39,588 9 
Netherlands | 1950 | 13,175| 4,209 | 9,646 | 27,030 35-6 
| 1951} 8695} 3,190] 7,893} 19,778 40-0 
| | j 
Sweden ... | 1950 | 19,370| 8,318 | 23,892 | 51,580 46.3 
1951 | 15,102 | 6,970 | 16,425 | 38,497 


1950 | 54,610 | 35,150 61,586 151,346 40 6 
1951 | 53,309 | 30,069 49,517 132,895 37.3 


i Fe ee er Et 
Source: Society of Motor Manufacturers and Traders. 


Total ... 


tested in these markets, the Morris Minor, has certainly 
been successful, but it does not follow that markets can 
be found for any large number of these cars. Some 
manufacturers believe that there is a market for baby 
cars outside Europe, but this is a matter for conjecture. 

Among competing European models, the mos: sig- 
nificant development is the start of production by the 
Renault factory of the new Frégate. The mos: for- 
midable competitor in the export markets last year from 
France was the small 750 cc Renault. ‘But the size 
and limited performance of the baby Renault would 
be handicaps to its sale in substantial quantities 10 
markets where cars are expected to be used for long 
journeys. The Frégate is a much more conventional 
design, having the same seating as the new Ford and 
Vauxhall cars, and, with a 2-litre 4-cylinder engine, 
claiming to have a performance similar to the 6-cy!inder 
versions of the two British cars. 

Italian competition, for some reason, seems ol (0 
have been seriously in evidence except in a few markets 
such as Switzerland. The Fiat 1400, however, might 

a more serious competitor in neutral markets 
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than it appears so far to have been ; and there are 
rumours of a successor to the small Fiat 500, which 
has enjoyed wide popularity. Competition from Germany 
has hitherto come chiefly from the Volkswagen, sales of 
which in Switzerland, for example, have been substan- 
tially higher’ than those of the whole of the British 
industry. The production rate of the Volkswagen, at 
>.00 a week, is probably the highest of any model. in 
Europe. In the medium weight class, both the Opel 
‘be German General Motors car) and the Ford Taunus 
ma, also become more serious competitors. 
\\l factors considered, it is not easy to be confident 
tha: the markets outside the sterling area, even assuming 
4 major increase in sales to Canada, can be induced to take 
many more cars than they did last year. If these exports 
should not rise, the Ministry of Supply would then be 
entitled to divert any extra steel it finds available to other 
industries that could use it more profitably in defence 
1, non-sterling exports. Whether it would do so is less 
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certain. On the one hand, the Ministry ought to be more 
ready to act severely in this matter than at any time since 
the war, and there are certain industries—even in the 
metal consumer goods field—that have been fulfilling 
even higher export quotas than the motor industry for 
articles made largely from flat steel products. On the 
other hand, several manufacturers have new models 


almost ready that may strengthen their competitive’ 


ability ; a further cut in output, by increasing overhead 
costs per unit, would make competition even more diffi- 
cult ; and already the industry as a whole is operating at 
only 60 per cent of its capacity, which has been doubled 
since the war. Moreover, if sheet steel were to become 
less scarce, the Ministry might not deem it practicable 
to refuse extra supplies to the industry that is so 
important a consumer, What the Ministry may in fact 
do—and certainly should do—is to discriminate even 
more severely than at present in allocating steel to 
different manufacturers. 


Business Notes 


More Gold Lost to Europe 


The United Kingdom’s deficit with the European Pay- 
ments Union in May is provisionally estimated at 
£17,689,000, compared with {20,200,000 in April. This 
deficit, which is, of course, the result of the trading experi- 
ence of the whole sterling area with Europe, has finally sent 
the United Kingdom over the top of its permitted credit line 
with EPU and into the range where all further deficits have 
to be met wholly in gold. For the sterling area, therefore, 
Western Europe is now—temporarily at least—as hard a 
currency area as the United States of America. From last 
month’s deficit a bare £1 million could be added to the 
United Kingdom’s overdraft ; all the rest—£16.7 million, or 
approximately $47 million—will have to be met by a transfer 


of gold. The summer months are customarily a poor season — 


for the sterling area’s export trade to Europe, and to that 
extent last month’s decline in the rate of deficit can perhaps 
be regarded as a slight—though it is only desperately slight— 
improvement against the seasonal trend. But it. certainly 
does not seem sufficient to inspire recovery in either the 
ioreign exchange or the stock markets, where investors in the 
past week have been doing no more than meditatively lick 
a' their wounds. By Wednesday’s close sterling stood at 
2.78; on the London market, the same as on the eve of the 
noliday ; the Financial Times index of industrial ordinary 
snares had fallen slightly, from 104.7 to 104.1, while War 
Loan 33 per cent had risen fractionally from 74} to 74s. 


Meanwhile, the future shape of EPU itself still hangs in 
‘ie balance. The Ministerial Council of the Organisation for 
“Topean Economic Co-operation met in Paris this week, but 
indications are that it will be impossible at this short 
“iccung to reach agreement on an amended version of the 
“rion, with all the i’s dotted and the t’s crossed, ready to 
‘ into action when the current version comes to an end at 
‘nc end of this month. The main differences between 
‘nembers are not insuperable, but the Belgians are still at 
some variance: ae oe a of the oe Belgian dele- 
gation. sti ands a fundi gradual repayment ‘of 
the credits that Belgium ne anaes to EPU in excess of its 
{Nota obligations 5 if the = on which this ag is funded 
are over-generous, # place an impossible burden on 
the gold and dotie Vetarte of EPU.. ie : 
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Bank Deposits and Treasury Borrowing 


The banking figures for May confirm that the banks 
are succeeding well in ining their grip over bank 
advances, and the total volume of credit—as measured by 
net deposits—contracted again after its mainly seasonal ex- 
pansion in the first month of the fiscal year. But the most 
significant feature of this latest statement is not that deposits 
declined but that the decline itself was so small—it amounted 
to just under {19 million, bringing the total down te 
£5,697 million. Yet during the month the banks 
felt the full-effect of the repayments of advances by the 
British Electricity Authority from the proceeds of 
its £150 million loan, on which 40 per cent has now 
been paid up (apart of course from any subscriptions 
paid in advance), The amount available was therefore {60 
million, a sum that aligns very closely with the £62.3 million 
decline shown in aggregate bank advances over the month. 
Unless, therefore, the figures were distorted by any reduction 
in intra-bank clearings (which all save one of the banks 
group under the head of advances), it appears that the 
aggregate of all other loans has shown a further small decline. 
At the same time there has been another steep contraction 
in the banks’ holdings of commercial bills, which have fallen 
by £31 million on the month and, at {102 million, are now 
no less than £85 million below the peak reached in February 
—a decline that reflects the new credit restrictions and 
higher bill rates, the decline in prices and the overseas 
import cuts, and the retention of a bigger proportion of the 
available bills by the overseas banks. 


Taken together, these two movements—in advances and 
in commercial bills—might have been expected to reduce the 
total volume of credit by at least £90 million. Unfortunately, 
however, most of this contraction force has been 
neutralised by the expanding demands of the central govern- 
ment, The rise in Treasury borrowings on tender bills that 
began some months ago is steadily expanding the banks’ hold- 
i i jew than £84 million in 


72 
partly from the seasonal swing of the Exchequer’s domestic 
into deficit, a oacty from the narrowing of the 


gap on the external balance of payments, which means that 
the Treasury securés less finance from overseas ; but there is 
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no doubt that the intensification of the demands recently has 
been due to a further factor—the need to finance the heavy 
subscriptions by extra-budgetary funds to the BEA loan. If 
the departments still held two-thirds of the stock at mid-May, 
the date of the first call, the Treasury would have had to find 
roughly £40 million in all by increasing its borrowings on 
tender bills in order to repay tap bills formerly held by the 
“ departments.” In other words, to this extent the BEA’s 
funding operation, instead of reducing the volume of bank 
credit, merely transforms it from bank advances to bank 
holdings of Treasury bills or call money. Hence, despite the 
steep reduction in supplies of commercial bills, the banks’ 
total holdings of liquid assets have risen during the month by 
£49 million and, at £1,944 million, are now £72 million 
above the low point reached in March. In consequence, the 
ratio of these assets to gross deposits has risen during the 
month from 31.6 per cent, to 32.9 per cent, while the ratio 
of “risk” assets (1.e., advances and investments) now stands 
appreciably below its peak, at 64.8 per cent. 


\ * x mY. 


Making up for Abadan, 


The full reports and accounts of Anglo-Iranian and of 
the Shell and Royal Dutch group, which are analysed in 
detail on page 684 of this issue, throw more light on the 
effect of the evacuation from Abadan on world oil supplies. 
Anglo Iranian’s output of crude oil fell by nearly 9 million 
tons,, to about 33 million tons, last year ; a decrease -of 
15.6 million tons in output in Iran was partially offset by 
an increase of 6.8 million tons from its other Middle East 
wells, particularly Kuwait. In 1952 output from its wells in 
Kuwait, Iraq and Qatar is expected to increase by a-further 
93 million tons, to 26 million tons, so that the deficiency 
of crude oil caused by last year’s events should be fully 
made good. Meanwhile, the production of crude oil by com- 
panies in the Shell and Royal Dutch group rose from 367 
million barrels in 1950 to 429 million in 1951, excluding 
oil received under long term contracts. (There are between 
6.7 and 7.6 barrels to the metric ton, depending on the 
specific gravity of the oil.) 

The most serious continuing legacy of the Abadan evacua- 
tion is the shortage of refinery capacity outside the United 
States, and the consequent need to purchase quantities of 
aviation spirit, kerosene and gas/diesel oils from that coun- 
try; it seems probable, in fact, that Anglo-Iranian purchased 
about a third of its supplies from outside sources after the 
evacuation, and it was because of this that it was able to 
market 363 million tons of oil last year, only 2 million 
tons less-than in 1950. The Abadan refinery processed over 
12 million tons in the first half of 1951, and although 
throughput in the company’s other refineries (including those 
at Llandarcy and Grangemouth in this country) is constantly 
expanding, it was naturally insufficient to bridge the gap 
caused when Abadan closed down. Refineries in the Shell 
group processed 558 million barrels in 1951, or 20 per cent 
more than in 1950 and double the level attained in 1946 ; 
throughput in the group’s refineries in the United States 
increased by 13 per cent to over 142 million barrels last 
year, and in its European refineries by 47 per cent to 135 
million barrels. These developments took place against a 
background of continually increasing world demand for oil.. 
Sir Frederick Godber, the ‘chairman of Shell Transport, 
estimated that world consumption increased by 10 per 
cent, to 4,250 million barrels, last year, after having increased 
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by 12 per cent in 1950. In these circumstances, and ip 
spite of prevailing political uncertainties, the far-flung boom 
in investment in the industry is continuing with giant strides, 
Capital expenditure by the Shell group. exceeded {100 
million last year and that by Anglo-Iranian was approxi- 
mately £46.8 million ; both giants financed this spectacular 
level of investment out of their massive internal financial 
resources. 


Germany’s Debt Offer Rejected 


The Federal German Republic’s offer to prewar forcign 
creditors has been summarily rejected, as failing to provide 
even a basis for discussion. The creditors, in a unanimous 
reply, have set out four main conditions that .any future 
German offer should endeavour to fulfil. The first is that 
the capacity of individual German debtors to pay in marks 
should not be confused with the temporary incapacity of the 
German Federal Republic to transfer those marks into foreign 
currencies. The second point is that the annual transfer 
suggested in the German offer—DM_ 170 million per annum 
rising to DM 270 million—is a completely inadequate 
measure of Germany’s transfer capacity and will have to be 
substantially increased. Thirdly, the creditors insist that 
any new offer should contain detailed and specific proposals 
for the separate categories of debt. The “single package” 


‘offer, leaving the various classes of creditors to fight out 


details of apportionment among themselves, smacks too much 
of the principle of “divide and conquer.” Lastly, the 
creditors object to the German condition that any settlement 
should .be dependent on an undertaking by the creditor 
countries to import a “ sufficient volume ” of German goods. 
No one denies that there is a link between an effective 
foreign debt settlement and the volume of Germany’s export 
earnings, but this is ‘a consideration that lies outside 
the competence of the creditors’ representatives—and intro- 
duces a thoroughly undesirable escape clause into a contrac- 
tual agreement of this kind. 

On the receipt of this answer, the leader of the German 
delegation, Herr Abs, returned to Germany. He is now back 
in London again, but there was no further hint of his Govern- 
ment’s intentions at the time that this issue of The Economist 
went to press. The only development in the debt negotiations 
this week has been a meeting of the Standstill creditors’ 
representatives.. Last week’s abortive German offer did not 
refer to the Standstill credits (the short-term credits io 
German concerns which were immobilised—chiefly in the 
hands of foreign banks—in 1931) but it is understood that 
the Germans have proposed far more generous treatment for 
them than they did for the bonded debt. Apparently no 
scaling down is proposed for these credits, and an offer has 
been put forward that would provide a basis for their 
“ recommercialisation,” sweeping them into the available 
credit facilities that German firms can command in ‘the 
markets of the creditor countries. The process of recom- 
mercialisation would not involve the extension of additional 
credit to Germany, though new credits might be extended 
on condition that a proportionate amount of the old debts 
were paid off. The object would be to transfer these debts 
from the category of dead and frozen obligations to 2 new 
circulation of revolving credit that would have as its basis 
a genuine movement of goods. The Germans apparently 
consider that they will have more need—or at any :ate will 
have more ho raising commercial credits of this sort 
in the future than of floating new bond issues ; they a 
therefore willing to offer the Standstill creditors better 
terms. Unless satisfactory new for the bonded 
debt are f i the creditors may have to abandon 
their united front, and each creditor country may have 
make bilateral settlements with Germany. This would be 


an evil, but a lesser one than complete breakdown. 
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It took 
159 years 


A keen eye and a steady hand guide the brilliant 
oxy-acetylene flame — and the metal is cut with 
astonishing ease and exactness. This modern 
craftsman works with care and skill, just as did 
six generations before him at Newton Chambers. 
lt is a tradition with him to do a job just as well 
as it can be done and as well as it has ever been 
done. At Newton Chambers every present-day 
development rests on the sure foundation of 
!)9 years of hard-won experience. 


Newton Chambers 


& COMPANY LIMITED, THORNCLIFFE, SHEFFIELD 


HEAVY CONSTRUCTIONAL ENGINEERING, EXCAVATORS, INDUSTRIAL AND 


DOMESTIC . HEATING APPLIANCES, FUEL ECONOMISERS, IZAL AND OTHER 
CHEMICAL PRODUCTS, 
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HENLYS ANNOUNCE 


NEW LOW LEVEL PRICES 


FOR. THEIR 
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These prices arc so low for quality used cars that Henlys 
cannot foresee any further reduction. The reverse indeed 
may be the case. So buy NOW. 7 days free trial, 3 months 
guarantee, deferred terms. Write, phone or cail today. 


50 TRIUMPH Renown 
Saloon picauataatcey itil £1295 Saloon........ . 1175 
‘50 LANDROVER . cobenca< ao 

J "49 ARMSTRONG Lanc 
‘30 AUSTIN A.90 Atlantic Saloon .. 1095 
1195-| "49 AUSTIN A.40 Saloon 845 
"50 FORD Pilot Saloon. 925 | “49 HILLMAN Minx Sal. 795 
"50 FORD Prefect Saloon 745 | °49 S1 ANDARD Van: Sal. . 825 
*30 HILLMAN Minx Sal. 925 | '49 TRIUMPH 2000 Coupe “925 

50 JAGUAR Mk Y Sal.... 1675 | 4g ARMSTRONG 16 
"50 MORRIS Oxford Sal. 945 Hurricane Coupe .... 845 
*50 ROVER 75—P.4 Sail. 1625 "48 AUSTIN 16 Saloon ... 775 
*50 TRIUMPH Mayflower ‘48 HILLMAN Minx Sal. 725 
ONDE init cictctseccins 945 


Also 
1948, 1949, 1950 and 1951 BENTLEY Saloons. 


in addition we have a large selection of Used Commercial Vehicles 


HENLYS 


Ongland s Lrerkng (Motor Agents 


Head Office : Henly House, 385 Euston Rd., N.W.1. (EUS 4444) 
Devonshire House, Piccadilly, W.1 (GRO 2287) 

and at 1-5 Peter St., Manchester The Square, Bournemouth 

Cheltenham Rd., Bristol A. Mulliner, Bridge St., Northampton 


182 London Rd., Camberley . 30 Branches throughout the Country 





. «+» Castlereagh’s production lines 
move into top gear 
The latest addition to The British 


Tabulating Machine Company’s group ® Machines: now in course of 


of factories is at CASTLEREAGH, manufacture at Castlereagh: 
. K A ic Punch 
near Belfast. Planned and equipped = peramme Board Verifiers 
in the finest traditions of modern Standard Sorters 
. . % i — Sorters 

precision engineering, Castlereagh Jang Punches 
250,000 square feet is being geared to 9 ummary Card Punches 
meet increasing demands from all Sessensey Core Sapesntte 

\ d sensi ducers 
parts of the world for Hollerith Sarees vm 
ancillary machines. Castlereagh’s Salsiptiers 
output will make a major contribution 


to the nation’s productivity. 


mens ranucarns FAC) LLERITA 


MACHINE COMPANY LTD 


Head Office: 17 PARK LANE, ELECTRICAL 
ee Tel : REGent 8155 PUNCHED CARD 
ata ACCOUNTING 
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Film Policy from the Rank Group 


_ The Eady levy, by which a proportion of cinema box- 
office receipts is siphoned off direct to: the producers of 
Hritish films, has by now rendered solvency in production at 
least possible ; but it comes to an‘end in August, 1954. The 
industry is therefore anxious to have some statement of the 
Government’s policy towards films beyond that date, and 
this anxiety was voiced very clearly last week by Mr John 
Davis, managing director of the Rank Organisation. Uniess 
arrangements to extend the levy beyond 1954 are made by 
next spring, Mr Davis declared, British film production will 
start to fall. 


Mr Davis said this in the course of a lecture to the British 
film academy that constituted one of the most important 
statements of policy on film production to come from the 
Rank group for some years. He added that the Cinema 
Exhibitors’ Association had voluntarily suggested that the 
levy should be extended. This statement seems to be well 
substantiated, but has still caused some heartburning among 
some of the association’s rank and file members. Ever since 
t was begun, the levy—which is a voluntary scheme that 
was traded by the exhibitors two years ago for certain con- 
cessions on Entertainments Tax—has been subjected to an 
undercurrent of criticism from some of the smaller cimema 
owners, who argue that they are feeling the pinch themselves 
and should not be obliged to give the film producer more 
than his film would earn in the ordinary line of business. It 
seems clear that the headquarters of the association, how- 


ever, might have been prepared once more to offer an ° 


extension of levy in exchange for further concessions in duty, 
whether they have said so publicly or not. 


Mr Davis’s optimism about the future of—duly assisted— 
British film production was based upon a high opinion of 
their current quality—“ comparing with those coming from 
any country in the world”; and uporf box-office results in 
Britain and abroad. The best six or eight British films in a 
year, he said, now earn collectively as much money at the 
British box-office as the best six or eight American. Film 
exports, too, were becoming much more profitable; Mr 
Davis, whose group have acquired considerable interests in 
cinema ownership overseas “to assure an outlet for British 
films,” gave no general figures, though he mentioned that 
today a producer is receiving about $7,000 to $10,000 a 
film from showings in South Africa compared with an 
average of “about {£700 in the old days.” Upon the real 
prospects of the industry, Mr Davis was much more 
cautious: “I think most experienced producers would agree 
that generally speaking at the present time British films 
cennot recover their cost without financial aid. I hope this 
position will not always be so.” But fie did not suggest 
how long the industry—and the taxpayer—mught have -to 
wait for it to change. 


* * * 


Marking Time in Lancashire 


The Whitsun holiday provided Lancashire with an 
opportunity for the same wholesale closure of the cotton 
mills that took place during Easter. Then 186 spinning 
mills, containing more than 13 million of the total of 28 
million spindles, were closed down for the whole of Easter 
week. Exact figures. for Whitsun will not be known for 
another few days, but the closure was on roughly the same 
scale. Yarn output has been falling precipitously during the 
past four months and its weekly rate is now down to little 
more than half the level at the beginning of the year. Early 
im January the mills were turning out a combined total of 
between 20 and 21 million pounds of cotton, spun rayon and 
mixture yarns a week. By the middle of May this had fallen 
t© just over 12 million pounds. It has remained ‘at that 
figure fer two consetutive weeks, with 61 mills closed one 
week and 56 the next. The mills that remained open were 
runming at between 64 and 65 per cent of capacity, compared 
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with 85 to 90 per cent last winter. By mid-May the number 
of workers on the spinners’ books had fallen from a peak 
of nearly 124,000 in the last quarter of 1951 to less than 
106,000, of which 11,810 were on the books of the mills 
closed for the particular week of the count. 


This may mark the nadir of the. industry’s depression, 
The slump has had the salutary effect of revising many 
. companies ’ ideas of 
what — constitutes 
reasonable selling price. 
A sharp scaling down 
of profit margins has 
once again made | an- 
cashire’s products com- 
petitive in export 
markets that could not 
afford to buy at i951 
prices, In the home 
market business has 
received a definite 
stimulus from the 
recemt revival in retail 
sales of cotton goods, 
But if Whitsun marks 
the low point in the 
industry’s fortunes it 
will be many months before production gets back to 
normal, and there is no assurance that it will return to the 
weekly production figure of more than 20 million pounds 
of yarn to which the industry had grown accustomed last 
year. 
© * * 


Rayon Production Drops 


Until recently, the textile depression, had had no very 
marked effect upon rayon production, so that the cut in 
output, when at last it came, was dramatic both in its extent 
and its suddeness, The peak rate of production reached last 
November, at 36 million pounds a month (19.3 million 
pounds of continuous filament and 16.7 million pounds of 
staple fibre) had eased off gradually to just under 30 million 
pounds in March. During April it dropped to 16.6 million 
pounds, 44 per cent lower than in the previous month and 
considerably less than half the output of which the industry 
was capable. The biggest fall was in staple fibre production, 
which fell by 61 per cent between March and April, to $5.5 
million pounds. By comparison, production of continuous 
filament yarn fell only moderately—by 29 per cent, to 11.1 
million pounds. 


The collapse of staple production is partly explained 
by the fact that spinners have been buying considerable 
quantities of yarn for stock. Rayon staple was at one ume 
relatively scarce, but stocks at the mills must by now 
be so large that it will be some time, even if business 
revives, before the spinners are in a position to start buying 
again—or, indeed, before the rayon producers have disposed 
of their own considerable stocks. Certainly no improvement 
in rayon prvi seems likely to be shown for May. and 
the chances of any real recovery this summer may depend 
on a number of other factors besides the volume of goods 
in the pipe-line. For example, buyers are beginning to ask 
when the fall in wood pulp prices is going to be reflected 
in the price of rayon yarn ; and, since the industry uses mor¢ 
than a pound of pulp for every pound of yarn, pulp prices 
are a considerable ingredient in its costs. Since other costs 
have been rising, rayon producers may feel that the margin 
for reduction is l, but if rayon is to share in any genet 
improvement in the textile markets, producers may not be 
able to resist the pressure to cut prices. 

2s * 


The recent decision to adjust the “D” levels for heavy 
fabrics, was intended to stimulate a.secovery in the sale of 
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FIRM of British motorcar manufacturers with a large 


export trade to Australia were worried about the 
deterioration in finish which occurred in transit. The 
bodywork was found to be blistered and the upholstery to be 
disfigured by mould. The company appealed for help to 
1.C.1., as suppliers of the finish. It was decided that the 
cause of the trouble and its cure could only be found by 
following the cars through from the moment they were 
placed in their packing cases in this country until they were 
delivered to the customer “ down under ”. This meant long 
and tedious observation over a period of many months, 
during which a technical service man from I.C.I. Paints 
Division at Slough travelled to Australia in a cargo ship with 
a consignment of cars. The trouble was eventually tracked 
down to “ cargo-sweat " — a condition due to the combined 
action of heat and humidity in the holds of the ship during 
iis passage through the tropics. The problem was then 
referred to I.C.I. Plastics Division at Welwyn for a cure, and 
a method was devised for wrapping each car completely in a 
sealed envelope of polythene film 0.002” thick. This material, 
beng waterproof and providing a moisture vapour barrier, 
proved completely satisfactory. 
Thus, by combining the technical service 
resources of two of its. manufacturing 
divisions, LCI. helped a British car 
manufacturer to .maintain a valuable 
export market in Australia. 
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LONDON : MONTREAL TORONTO VANCOUVER 
KARACHI é CALCUTTA : BOMBAY 
SYDNEY . PERTH MELBOURNE 
JOHANNESBURG BULAWAYO 
ASSOCIATES : 


C. TENNANT, SONS & CO..OF NEW YORK, NEW YORK 
VIVIAN YOUNGER & BOND LIMITED, LONDON AND NIGERIA 
HENRY GARDNER &€O. LIMITED, LONDON, CANADA, CYPRUS AND MALAYA 


The Group tredes in and markets 
non-ferrous ores, metals and 
minerals, many kinds of produce, 
timber and other materials; it 
provides coal-washing plant, 


ventilation plant and other. spe- 
cialist engineering equipment ; 
and it furnishes allied shipping, 
imsurance, secretarial, financial, 


technical and statistical eervices, 


PRINCES HOUSE, 93 GRESHAM STREET, LONDON, €E.C.2. 


TELECRAMS: CAPLES : 
Brimetacor, London Brimetecor, London 


Branches at BIRMINGHAM and SWANSEA 


TELEPBONE: 
MONarch 8055 









““O-ho” said the G.M., 


** of all the...”” 
“ Beg your pardon sir, 


I couldn’ t resist 
h 
sot 





your Tan-Sad chair a 
sir — I think we ail ¥ ‘d 
ought to have them — 2 
you ve looked so much 
more efficient since you had 
yours, sir” “Well ll be— 
iim -m'm, perhaps there's 
something in what 
you say, Brown— 
now be off with 
* you and get me 
% ee 3192." 













THE TAN-SAD CHAIR CO. (1931) LTD. 
Postural Seating Speciclists 
AVERY HOUSE, CLERKENWELL GREEN, LONDON, E.C.! 
Telephone: CLErkenwell 3192/3. 
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For the 
Nation’s Good 


In the unremitting struggle to ex- 
pand British exports, a vitally important 
part is played by the men who travel 
all over the world to the various markets 
— surveying, supervising, organising and, above 
all, selling. 

These representatives of British Industry include 
Hoover executives who, between them, visit every 
country in which export business can be done — 
from Finland to Siam, from Pakistan to Chile — at 
least once every year. Their sole object is to main- 
tain and increase Hoover exports — Electric Cleaners, 
Washing Machines, Polishers, F.H.P. Motors, etc. 
—and some measure of their success is indicated 
by the fact that shipments of Hoover products are 


HOOVER 
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now being despatched regularly to 66 countries in 
all parts of the world, 3 


it is encouraging to note that during 1951 Hoover 
exports were about two and a quarter times as large 
as in 1950, which was itself a record year. Indeed, 
during 1951, Hoover Limited exported nearly 50°/, 
more electric cleaners and 50% more electric wash- 
ing machines than all other British manufacturers 
combined. 


LIMITED 


Factories at: PERIVALE, GREENFORD, MIDDLESEX 
MERTHYR TYDFIL, SOUTH WALES - HIGH WYCOMBE, BUCKS 


CAMBUSLANG, SCOTLAND -- 
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New way of taking a swarm ? No—an old way of winnowing ; 
and they still have the knack of it in Brazil. These coffee beans 
have farther to go than a bee can fly. Down by mulecart and 

lorry and train to the coast—and thence across the seas to your 
breakfast table. British Insurance covers them all the way. 


British Insurance Companies 
back World Enterprise 


Issuéd by the British Insurance Associatios 





CLOSE SHAVES FOR COOL GUSTOMERS 
For the SPEEDIEST, SMOOTHEST SHAVE 
you've ever had — 


WRIGHT'S 


COAL TAR 
° 












LATHER 


SHAVING 


Shaving Stick in 
Te ine Case 2/0 
Refills- - |/54 
Sattar Shove 


eam 2/24. 


Both have the antiseptic refreshing coolness of 
FAMOUS WRIGHT? S» COAL, TAR SOAP 
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furnishing textiles made from cotton and rayon, but it 
i; doubtful whether it will do so. Under the original 
budget proposals, a “D” limit of 4s. a yarn was 


fxed for all non-wool fabrics. This meant that 
uulity furnishing fabrics in cotton and rayon attracted a 
much heavier amount of tax than other ex-utility goods, and, 
far from being helped by the new scheme, they became 
practically unsaleable. Since it was impossible to draw up 
a satisfactory definition of a furnishing fabric, the Treasury 
has now proposed to raise the “ D” limit for all fabrics over 
a certain weight to 6s. This concession is hardly enough to 
stop manufacturers from straining their ingenuity to 
incorporate 1§ per cent of wool into their cloth constructions, 
when they immediately qualify for the higher “D” figure 
of 14s. 6d. that covers all cloth with this minimum wool 
content. ‘ 
. . * 


Deflation in Balloon Street 


The Co-operative Congress met at Margate on Whit- 
Monday in anything but a holiday mood. president, 
Lord Williams, gave a blunt warning of the danger of a 
decline in the rate of “divies” paid by the societies this 
year, announced that there was already unemployment and 
short-time working in ive factories, and com- 
plained bitterly that the proportion of the movement's 
supplies that was being bought from its own wholesale and 
productive undertakings was the smallest for many years. 
The time, he declared, was plainly ripe for “a reawakening 
of the Co-operative conscience.” 

These complaints followed hard on the publication of the 
annual report of the Go-operative Wholesale Society, of 
which Lord Williams is also chairman. This report reminded 
the committees and buyers of the retail societies of “ the 
absolute necessity of affording the CWS the first oppor- 
tunity to meet all needs” and to “exercise strict watch 
on purchases from non-Co-operative sources ” in view of the 
return of difficult trading conditions. In the year to 
January 12th last the CWS showed an increase of between 
11} and 12 per cent in both total sales (£359 million) 
and the value of supplies from productive undertakings 
({107 million). It is clear, however, that these increases 
were almost wholly due to price inflation. ‘The board believes 
that there can be little dowbt that the volume of sales in the 
grocery and provision departments contracted last year, 
although their value increased by 13.4 million to 
£241.4 million. The soap and jam factories were hard hit 
by competition, while the dry goods section, which enjoyed 
a boom in the first half of the year, experienced a general 
recession in the second half; this general recession was 
accompanied by “considerable stock depreciations, more 
particularly in the woollen and leather industries.” 

It was, however, the experience of the CWS “ Bank ” that 
must have struck most severely at the movement’s finances 
in 1951. Despite Lord Williams’s tale of woe, the net 
surplus of the CWS’s trade departments fell by only 
£162,169, to £65;727,954 last year. The board found it 
necessary, however, to provide no. less than {4,800,000 for 
transfer to the banking department ; although the provision 
for the final “ divi” at £3,001,000, absorbed {1,460,000 
ess than last year, £3,860,000 had to be drawn from various 
types of reserves. The bank itself has applied the whole of 
its current revenue surplus of £117,600, together with 
£1.500,000 from its general reserve of £2,796,381, to invest- 
ments account—and there. seems no doubt that the special 
transfer from the trade department was needed for the 
‘ame purpose,- The bank’s investment holdings (entered 
at or below market values) declined by {£37 million to 
£142} million in the year, while total deposits declined 
from £2094 million to just under £184 million (owing 
mainly to a decline in the deposits of the CWS itself). It 
's known that the CWS bank heavily into 
dated stocks during the Daltonian 


-. 


money drives six 
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years ago, and that it must have had a hard struggle to meet 
depreciation of its investment portfolio in 1949—eVven before 
it suffered a body blow from last year’s decline in gilt-edged 
prices. It seems clear from these figures that it was not 
so much the shadow of trade recession as the shade of 
Dr Dalton that last year came to rest—perhaps not without 
— homing instinct—at the CWS headquarters in Balloon 
treet. 


* * * 


Buying Back Steel 


While the Steel Bill remains in cold storage, the former 
owners of nationalised steel companies obviously cannot 
commit themselves on the question whether or not to buy 
them back. The statements about denationalisation made 
during the last fortnight by General Sir Ronald Weeks, 
chairman. of Vickers, and by Mr J. H. Jolly, chairman of 
Guest Keen and Nettlefolds, were therefore both wreathed 
in qualifications; but their difference of emphasis is 
important. Sir Ronald averred that “in the normal course” 
Vickers would desire to reacquire its previous holding in 
English Steel Corporation ; but he listed a number of factors 
bearing upon the ultimate decision that. suggested some 
doubt whether the course of events during the immediate 
future could be expected to be normal. Mr Jolly’s remarks 
suggested a more sanguine outlook. Guest Keen’s, he said, 
would be prepared to consider buying back the iron and 


Steel companies formerly controlled by the group, subject 


to “fair financial terms on reacquisition and the extent to 
which free enterprise may be allowed.” 


In view of these differing attitudes, it is worth noting 
that Vickers has held on to the British Iron and Steel Stock 
—£15,261,081 at par—that it received in February, 1951, 
in the hope, Sir Ronald. explained, “that people who still 
held the stock when denationalisation took place would be 
able to pass it back at par.” Guest Keen’s, on the other 
hand, disposed of their £18,537,774 of steel stock shortly 
after receiving it, at a loss of about £380,000. The 
company distributed some £3.4 million of the proceeds to 
shareholders last year, which left about £4 million of the 
net surplus on the transfer in its reserves; with some {£3 
million from last year’s profits, it now holds some {£20 million 
in investments and cash. Both groups, therefore, would be 
comfortably placed—upon their slightly different assump- 
tions about the form of the take-over—to repurchase hold- 
ings in steel: Sir Ronald, it may be noted, spoke of his 
group’s steel stock being “largely absorbed” if it repur- 
chased “a shareholding” in English Stee! Corporation, 
which would suggest that it might not necessarily purchase 
the same amount of shares. 


The Parliamentary timetable now seems unlikély to allow 
the Steel Bill to come forward before the autumn, if the 
Transport Bill is brought before Parliament in the next few 
weeks ; only a sudden switch in priority would alter this. 
But the financial operation that it proposes is a much more 
complex one than the resale of road haulage companies, and 
prospective pufchasers should be given at least the Govern- 
ment’s outline of it as early as possible. 


* * * 


On Pricing Cotton 


The Raw Cotton Commission did none too well out of 
the Korean commodity bubble. Its trading accounts for last 
season, 1950-51, show that its net profit on operations 
amounted to only £177,390, compared with {9,938,523 in 
1949-50. e burst too soon and the Commission 
found itself saddled with large costly stocks. Lateness in the 
publication of the accounts destroys most of their interest, 
er et yee ot The annual 
report describes Commission’s pricing policy and how it 
attempts to base its selling prices on current replacement 
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costs ruling in the world markets. During the 1950 season 
the United States Government. allocated exports of raw 
cotton because of its small crop, and. prices of non-dollar 
American-type cotton rose sharply. The commission there- 
fore decided to average its selling prices for American-type 
cottons so that those spinners who were fortunate 

to get American growths did not pay less than those who had 
to use Brazilian, Turkish and similar growths. In the cir- 
cumstances that was a reasonable arrangement, but the real 
difficulty came later, towards the end of the season. 

In the spring of 1951, commodity prices were already 
beginning to fall. It was also apparent that the new American 
cotton crop would be very much bigger than in 1950-51. 
Manufacturers all along the line tried to postpone buying 
and a bear market was created. But under the existing 
licensing system spinners could buy only old crop cotton at 
prices substafitially higher than the forward quotations for 
new crop in world markets. Hence the Commission decided 
not to introduce its new season’s prices until spinners had 
reached the new licence period. 

The late introduction of these lower prices led to severe 


criticism from certain sections of the trade, which maintained © 


that the Commission should have disposed of its old stock at 
the new lower prices. ‘This principle is important because 
the Raw Cotton Gommission is in fact acting in place of 
a market. If Lancashire is not to be burdened with a dearer 
cotton than its competitors, who have access to proper 
markets, the commissions’ selling prices must reflect current 
replacement prices, whether its stock was bought at those 
prices or not. If in so doing it suffers a loss that cannot 
be written off over a period of years, that is an argument 
against this method of trading. But to maintain prices at 
an artificially high level, even for a short period, in order to 
make a profit and loss account look better than it would 
otherwise do, cannot be justified ‘on any grounds, 


* * * . 


Cheaper Jute for Dundee 


The Jute Control has belatedly brought its price for raw 
jute into line with that ruling in the world market. In conse- 
quence, Dundee has been able to buy its raw material at 
some {40 a ton less than it was paying before June 4th. Mill 
Firsts, for instance, have been reduced from £165 to £125 
a ton, and there have been corresponding reductions in the 
Control’s price for yarn and hessians. Some adjustment in 
jute prices had been expected for some time, for the previous 
reduction, which took place in April, had still left British 

rices much higher than continental prices. British manu- 
acturers will still be unable to compete on equal terms with 
the Indian mills, because they can buy only “old crop” 
(1951) jute from the Control, whereas their Calcutta com- 
petitors can get the cheaper new crop jute now coming 
on to the market. 


The world price for new crop jute stands at £107 a ton 
c.if. European ports—that is, £18 a ton less than quotations 
for the old crop—and trade in the old crop has now 
ceased. Estimates put the amount of old crop jute remain- 
ing unsold in India and Pakistan as high as 2 million 
bales, and this heavy carryover is likely to have a depressing 
influence on the raw jute market—particularly as another 
good crop, of at least 11 million bales, is expected this season, 


It is not known whether the Pakistan Government intends to. 


maintain its minimum internal price of £125 a ton for 
export qualities during the coming season or not. 

Prices for jute manufactures have been falling throughout 
the world, but the outlook for the Indian market. promises 
some improvement in the near future. The United States 
is expected. to buy large quantities once more, now that 
the export tax on Indian jute goods has been sharply reduced. 
Dundee, unfortunately, is unlikely to benefit from this revival. 


Stocks of goods in this country are heavy and large quantities - 


of imported cloth and sacks continue to arrive. Many of 


for nearly three months. It is t 


in the rate of wool 
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the mills are now working a three-day week, and th: 
of the Control's reduction in price has not given tis: 
any feeling of optimism in the industry, 

*® . * 
See-Saw in Metals 


The cuts in official American prices for base me: \\; tha 
bees ne ae Ot mtinuing. This week zinc 
owed lead downwards when American smelters ut its 
price by “2 cents to 17} cents a Ib (£1 aton). In Britain 
the Ministry of Materials has red ced its price by a cor. 
ing amount, and is now selling zinc at £150 a ton, 
last week the Ministry’s price was cut from { 190 to 
£166 a ton to bring it down to the so-called “ world level,” 
This decline in the American price of zinc, which is «s first 
since October, 1949, is said to have beén a direct result of 
the steel strike. But demand had been sagging for some while, 
and the free market price has been down to £130-£135 a ton 
rue that the threatened short- 
age of steel may reduce the and for zinc from the 
galvanising te until recently has been using 
record quantities. But the weakness in the market existed 
well before the strike. ‘ 
In contrast to zinc, coy 
rising. Since last week, w 





seems to be on the point of 
the United States removed the 


- limit of 274 cents a Ib c= a ton) for imported metal, 
on 


Chilean copper has been n the New York market at up 
to 354 cents a Ib (£284 a ton). Only a few weeks ago 
hegotiations between the United States and Chile for a new 
copper agreement broke down because the Americans refused 
to meet the Chilean request of 334 cents a Ib (£268 a ton). 
Although Chile was known to’ be holding e stocks, it 
declared that it could sell its entire output to other countries 
for 35 to 40 cents a Ib. It supplies nearly a quarter of the 
United States’ total requirements of copper, and at this stage, 
despite the additional release of copper from the stockpile, 
American manufacturers can hardly do without Chilean sup- 
plies. As this issue was going to press the official American 
export price for co remained at 274 cents a lb, but the 
Engineering and Mining Journal, which the Ministry of 
Materials has been taking as a base for its copper prices, was 
quoting an average price of almost 344 cents a lb ({276a 
ton). For the first a this journal has included in its 
average price the sales of Chilean and Canadian copper to 
non-American buyers. The question is whether the Ministry 
will raise both its purchase and selling prices of copper in 
line with this new quotation or whether it will use the official 
New York market price. 
* * * 
Cut in Carpets 
The latest reduction of 10 per cent in carpet prices is 
the third within twelve months, and it is not likely to be 
popular ae who hold embarrassingly heavy 
stocks. Since last March, the price of Axminster carpets has 
dropped from 27s; a linear yard to 20s. 9d., while production 
has fallen from a monthly average of 3.6 million square yards 
to one of 2.9 million. Sales of durable household goods such 
as carpets have been the worst sufferers during the retail 
slump in textiles, and the fact that carpet prices camc down 
while wool prices were at their highest suggests an exception- 
ally strong degree of sales -resistance. 
The fall in raw wool and in jute prices renders th:, latest 
i reduction comparatively painless, but the April ‘igures 
gop: consumption in Bradford show how far the inde 
is still from any real recovery. The: slight improvemen 
; i ee anet bn Marsh was 
although the amount consumed was 
less, 28.11 million with 28.80 
million. ve months ago, the industry was using »catly 
38 million pounds a month, and the improvement in Ma 


continued during April, 
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We've solved some problems in our time ! 


WaNTED—an unspillable aircraft battery. That was 1916. 


On the western front, British artillery observation 


pilots, harried by enemy fighters, were learning new 


ey 


asive manoeuvres ina very hard school. With them, 


right way up or upside down, went the batteries used 


‘ W/T communication with the gunners below. Every 


so often, inverted batteries lost their acid and put the 


reless transmitters out of action. 


€ Chloride Batteries solved that problem quickly— 


and finally. A battery with each of its necessary gas 


‘ents constructed in the form of compartments within 


partments, so as to make an acid trap, was soon in 


tion; the first truly non-spillable battery, and the fore- 


runner of every such battery made since. 


@ For more than half a century, each year has brought 


its quota of problems to this company.~-In industry, 
transport and communications here and abroad, we 


can point to tens of thousands of our Chloride, Exide 
and Exide-Ironclad Batteries each giving satisfactory 
service in the special job for which we were asked to 
design and produce it. Those are answers which time 


has proved to be right. 


q Our battery research and development organisa- 
tion is the largest and best equipped in the country—if 
not inthe world. It is at industry’s service always—ready 


at any time to tackle another problem. 


CHLORIDE 


BATTERIES LIMITED 


Makers of Exide Batteries 


EXIDE WORKS : CLIFTON JUNCTION * NR. MANCHESTER 
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THE HOUSEHOLD NAME 
OF A SERVICE TO INDUSTRY 


Brown & Polson 


STARCH PRODUCTS 


IN THE FOUNDRY 


BROWN & POLSON LTD., WELLINGTON HOUSE, 125/130 STRAND, LONDON, W.C.2@ 





FOUNDRY WORK FOB AN AUSTIN CAR ENGINE 
By courtesy of Austin Motor Company Lid. 


Acute sands should have enough ‘bond’ 
to hold, firm and sharp, whatever shapes the 
patterns impress on them. They should be per- 
meable to the gas that is formed between the molten 
metal and the sand surfaces. If the gas cannot 
escape through the sand it blows into the metal and 
causes bubbles. After casting, sand cores should 
crumble easily, or they will strain the cooling metal 
as it contracts round them. And if any of these 
qualities are lost or impaired when the sands have 
been used, it should be possible to restore them. 


Starch as a binding agent 


Until the Brown & Polson Group developed the 
Kordek and Kordol series of sand-binding agents 
based on starch, there had been some difficulty in 
imparting all those virtues to foundry sands. Today 
Kordek and Kordol binders are in general use 
throughout the foundry industry. Small admixtures 
of them with silica sands produce firmly bonded, per- 
meable core and moulding sands which break down 
easily after casting ; and the bond can be restored to 
the moulding sands, without loss of permeability, 
by further small additions of a Kordek or Kordol 
binder before they are used again. 

The development of starch binders for foundry 
use is one example of the kind of service that the 
Brown & Polson Group has performed for many 
widely different industries, and is ready to perform 
wherever opportunity exists. Enquiries will be 
answered by responsible experts. They should be 
addressed to 


CORN PRODUCTS COMPANY LIMITED 


The Industrial Division of 


Brown & Polson 
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Ignition Locks 

Steering Wheels 

Sun Visors 

Ash Trays 
Hydraulic-Electric Equipment 
Locking Petrol Caps 
Window Winders 

Roof Lamps and Switches 
Radiator Grilles 

Door Handles and Locks 


Britain’s leading 


manufacturers of 
motor vehicle 
components 

and accessories 


WILMOT BREEDEN 


LIMITED 


* LONDON - BRISTOL » MANCHESTER + GLASGOW 
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i 
in the fortnight that the Zagreb Fair was open last 
year, over 2} million pounds worth of business 
was transacted. This year the Fair promises 
to be bigger and busier than ever, al! stand 
space has been taken, and initial reports 
show that there will be a record attendance 
by visitors and business men from every 
part of the world. There will be an excen- 
sive range of exhibits of interest to every 
branch of industry, with exhibitors from 
all over the globe competing for national 
and international trade. 







SPECIAL TRAVEL 
FACILITIES FOR 
FAIR VISITORS 


Special facilities, 
to visi to 






If you are interested in presenting your goods to international 
buyers there Is still some space available in the official Fair 
catalogue, but applications should be submitted immediately. 


Further about the Zagreb Inter- Great 

national Trade Fair can be obtained from:— oar ee gee 
TheVugostav Comenorcial our and Holland:— 

ve “London, WA. Auger & Turner Group, Ltd. 

@ from 4 Gerrard St., London, W.!. 

‘dlonal alt, Zagreb, Sevekn Coste 28, | cosiss: Augtur, Lenquare, London 


GN TC ALS TORR IIE 
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and April is certainly not sufficiently. marked to lead to 
revival in confidence. It is too soon for it to have had 
efiect either on yarn or cloth deliveries, which continue 
fal). nor on the steady drain of workers from the industry. 
A further 1,317 left the industry in April, bringing the total 
labour force down from 171,000 at inning of 1951 
to littl more than 144,000. This in i is enough: to 
prevent production’ from returning to 1951/ levels. 


* * * 


British Insurance in 1951 


With one exception, the results of all the leading British 
insurance companies in 1951 have now been published ; they 
reveal a sharp reduction in underwriting profits, 
because of unfavourable experience in motor insurance. The 
net trading profits shown in these accounts amounted to 
{3,356,000 in 1951, compared with £7,737,000 in 1950 and 
{8,153,000 in 1949 (which was an Sry A table 
year). This fall occurred in spite of the fact that the aggre- 
gate premium income from fire, accident and marine business 
rose to £390.2 million last year, compared with {339.8 
million in 1950 and £296.0 million in 1949 ; moreover this 


increase of over £§0 million in 1951 was not affected by the — 
revaluation of dollar business that was so significant a factor - 


in the increases in premium income shown in 1949 and again 
in 1950. Last year’s increase was due partly to worldwide 
inflation and partly to a further increase in the volume of 
business transacted. 


New ordinary life assurance was also extremely buoyant 
last year, with new sums assured 19 per cent higher than in 
1950 ; when the full figures are available they will be found 
to have considerably exceeded £700 million. Life assurance 
effected in connection with group and other staff assurance 
schemes undoubtedly accounted for a large part of last year’s 
increased new business, but there was also a marked expan- 
sion in new individual life assurance. New industrial life 
assurance, which was no more than maintained in 1950, 
increased by nearly 9 per cent last year to about £250 million. 

The fire premium income of these leading companies ex- 
panded by a further {19.5 million (the same increase as in 
1950) to £170.7 million ; in this field underwriting profits 
rose to a new record, at {17.1 million compared with {15.6 
million in 19§0, although expressed as a percentage of the 
premium income they declined from 10.3 to 10.0 per cent. 
There was no repetition of the American windstorm dis- 
asters of 1950, but fire losses-in the United Kingdom rose 
to a new high record of £23.1 million. The profits trans- 
ferred from marine insurance accounts in 1951 amounted to 
£4.2 million (compared with £3.5 million in 1950), but, 
Owing to the delay in receipt of huli claims, these transfers 
relate to premiums received in 1949 and earlier years. The 
sharp rise in the cost of repairs that took place after the 
outbreak of the war in Korea led to an increase in hull 
premiums of 10 per cent on the first renewal date after 
February, 1951, but it is by no means certain that this 
increase will prove to be sufficient. Cargo insurance rates 
are now Cut so fine that marine insurance seems unlikely to 
yicid more than a very meagre profit during the next few 


years, 
_* * 


oe 


ee 


Unprofitable Accident Rates 


It was, however, the adverse experience in accident 
insurance that was entirely responsible for last year’s fall in 
‘nsurance profits. Motor insurance and eee liability 
insurance was Carried on at a loss by most 

1D most of the countries of the world. This 

more than recouped by profits from the other classes of acci- 
dent insurance (such as burglary, personal accident and 
others) but, even so, accident business as a whole showed an 


insur 
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ee ee of only £504,000 (or 0.3 per cent of 
premiums). year, compared with an underwriting profit 
of £7.7 million m 1950. Total premium income from acci- 
dent business again ¢ strongly in 1951, to £195.3 
million compared with {170.2 million in 1950 and {144.4 
million in 1949. United Kingdom rates of premium for 
motor insurance were increased by 12} per cent from’ June 
1, 1951, and there have been similar increases elsewhere, but 
the rapid rise in the cost of repairs and in the damages 
awarded to third parties makes it unlikely that this class 
of insurance will do much better than break even in 1952. 
Employers’ liability business was also unprofitable last year 
because. of the increase in damages awarded. Here again 
premium rates have been increased this year, both at home 
and abroad. 


Ordinary dividends, after tax, paid by these leading com- 
panies showed a small increase last year, from {6,160,000 to 
£6,341,000. Although underwriting profits were less than 
half those of 1950, net interest earnings on the substantial 
reserve funds (other than life) were nearly £500,000 higher 
at £9,735,000, so that it was still possible to plough 

£6,750,000 into the business as additional free reserves, 
compared with {10,847,000 in 1950. Large as these addi- 
tions to reserves may appear to be, they are insufficient to 
maintain the existing fatio of free reserves to premium 
income. Since net dividends are still in the aggregate lower 
than before the war, it is clear that it is taxation that is 


reventing insurance, like so many other industries, from 


uilding up as large reserves as it otherwise would. 


* * * 


American Victory on Tin 


The United States seems on the point of winning its 
year-old struggle with Bolivia over tin prices. It has been 
reported from Washington that the American government 
buying agency, the Reconstruction Finance Corporation, 
has bought for 118 cents a Ib the stocks of Bolivian tin that 
had accumulated at Chilean ports. This is the same price as 
the United States is paying for Malayan and Indonesian tin 
this year ; the Bolivians had previously refused to accept it, 
as they argued it was insufficient to cover their high costs 
of production. It seems now that the new Bolivian govern- 
ment has found difficulties in financing the huge stocks that 
have piled up during the negotiations. It is reported that 
American banks had offered further credits, but that the 
Bolivian government had refused because it did not wish to 
extend the American financial hold over its tin industry. 


When it came to power a few months ago the Bolivian 
government announced its intention of nationalising the 
major tin mines in order to end foreign domination of 
Bolivia’s most important industry.. This week it has 
appointed a commission to work out the technical details 
involved in carrying out this policy. At present the mines 
are organised into three main groups—Patino, Hochschild 
and Aramayo—which together account for nearly 90 per cent 
of Bolivia’s total tin exports. The first of these groups, 
Patino, which is easily the biggest, sends its output of about 
15,000 tons a year exclusively to Britain. The other two 
companies, Aramayo and Hochschild, are  American- 
controlled and supply the Texas smelter with concentrates. 





FACTS, FIGURES, AND OPINIONS ceeeeeneneeeceeme 


These are what you seek in the columns 
of Tue Economist, The organisation 
that produces the paper can also serve the 
needs of business and other clients through : 


The Economist Intelligence Unit 


22 RYDER STREET, ST. JAMES'S, LONDON, 58.W.1. 
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Since the expiry of the last agreement with the United States 
the output of these two groups has been taken over by the 


Bolivian government, and this is the accumulated stockpile 
that has now been sold to the RFC. 


* * * 


Uranium in the Commonwealth 


The recent discovery of large uranium deposits. in 
Nigeria suggests that the Commonwealth may eventually 
become one of the world’s biggest producers of uranium. 
Canada at present accounts for a considerable proportion of 
total production, the Great Bear Lake deposits are one of 
the few that were being worked before the war. The first 
of the uranium extraction plants that are being erected at 
many of the South African gold mine$ are now in production, 
but it may be some time before the two large deposits recently 
identified in Australia and Nigeria by scientists from the 
Geological Survey can be exploited. No report has yet been 
published on the size’ or workability of Australian deposits 
in the Rum Jungle, or even of the deposits in the region 
known as Radium Hill. The main difficulty with the Nigerian 
deposits would appear to be extraction of the uranium metal 
itself from the mineral carrying it, and of the mineral, 
pyrochlore, from the granite rocks in which it is found. The 
survey suggests that the deposit contains several million tons 
of granite, containing about 120 grams of uranium and 
2,600 grams of niobium oxide a ton. The presence of this 
second metal makes the prospect of mining such a low-grade 
deposit considerably more attractive. It is one of the 
scarcer alloying materials that have been in demand only 
since the development of the jet engine, and with it, the 
need for alloy steels that could withstand exceptional tem- 
peratures. Preliminary reports suggest that a plant handling 
3,000 tons of granite rock a day, or a million tons a year, 
might expect at a 7§ per cent extraction rate to produce 
100 tons of uranium and 2,000 tons of niobium a year. 
These are not very encouraging figures, but the sheer size 
of the deposit, as well as the high current prices of the two 
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metals, are expected to justify working ores of such | 
tration, It is in any case essential that methods’ be 

of working low-grade ores economically if there are 
to be sufficient reserves of uranium fuel to jusi:'y the 
building up of an atomic power system. Within this country 
the old uranium deposits in Cornwall are probably neither 
rich enough nor big enough to justify much serious < -velop- 
ment ; the prospects for small-scale mining for uranium in 
North Wales are a little more attractive. 


‘Shorter Notes 


The fact that Easter fell in March last year and in April 
this has made it difficult to interpret many statistica! series 
that are recorded monthly, and the statistics of industrial 
output are no exception. According to information s0 
far available, the official index seems likely to give a figure 
of 138-139 for April, compared with 148 in March and 
with 1§1 in April, 1951. Output in April this year, there- 
fore, may be nearly 9 per cent lower than in April last ; on 
the other hand, output in March was § per cent higher than 
in the same month last year. Over the two months, there- 
fore, output would appear to have been—still—slightly lower 

- than in 1951. 


* 


The ban on any further imports of cement from Belgium, 
one result of this country’s mounting deficit with EPU, has 
led indirectly to an average reduction of 3s. a ton in the price 
of cement. When imports from the continent were increased 
last year a levy of approximately 4s. a ton was imposed on 
the price of the much cheaper home-produced cement in 
order to sell the imported product at home prices. The 
home prices have now been reduced by rather less than they 
were increased by the original levy ; which suggests that the 
industry will continue to import small quantities from other 
countries. 





Shell and Royal Dutch.—Last year com- 
panies in the Shell and Royal Dutch group 
produced 429 million barrels of crude oil (an 
increase of 17 per cent) in fourteen different 
countries, processed 558 million barrels (an 
increase of more than 20 per cent), and 
carried their products across the world 
in a tanker fleet of 6} million tons dead 
weight (with large additional orders for 
tankers recently placed in the shipyards). As 
a result of these operations, and of its invest- 
ment and other miscellaneous revenue, the 
group earned a net income of {249,493,215 
in 1951, compared with £190,378,100 in 1950. 
Of this, over £76 million went in taxation, 
not counting approximately £206 million for 
sales tax, excise duties and similar levies paid 
to governinents (which are deducted before 
arriving ai the figure for trading profit). In 
addition, nearly £90 million, against £62.7 
million, was provided for depreciation and 
amortisation of fixed assets; of this, £22 
million (against just over £7 million) repre- 
sented “additional depreciation ”—that is, 
depreciation provided by reference to values 
in excess of original cost, chiefly in the small 
(out fortunately increasing) number of 
countries where the tax laws permit a depre- 
ciation allowance more in line with replace- 
ment values than does the rigid British 
system. After these and certain other deduc- 
tions, the group had £66,216,204 (against 
£50,994,529) available for distribution ; it 
ploughed just over £47 million (against £34.7 

million) back into the business, and ‘distri- 


Statement of assets and liabilities -—~ 


Company Notes 


the parent companies of Royal Dutch and 
Shell Transport and Trading, in the usual 
proportions of 60 per cent and 40 per cent. 
As already reported in The Economist on 
May 24th, this allowed Shell to raise its 
dividend from 12} to 15 per cent tax free, 
and Royal Dutch to raise its dividend from 
12 to 13 per cent (supplemented by a stock 
dividend of 2 per cent). 


Year ended Dec. 31 
1950 1951 
£ £ 


Group earnings :—= 


Group income from trading, in- 
vestments and miscellaneous 


COIS i anc obs aw eees 


190,378,100 249,493,215 
Interest on long-term borrow- 


SAGR sos cays cobege oom Ge 4,263,443 4,277,691 
Depreciation and amortisation. 62,670,397 89,884,352 
Estimated taxation .......... 76,198,808 
Appropriations .........6... 12,916,160 

216,204 


PAO MIOOUNE 5. i oe Chaceees ian x x * 
Dividends to Royal Dutch < 

(60%) and Shell Transport 

and Trading (40%) .......; 16,285,382 19,057,327 
Retained in business 34,711,147 47,158,877 


tet e beeen 
. 


Fixed assets, Jess depreciation. . 382,308,093 420,008;101 


Investments... 6s. sc ees Ss Lee 45,738,795 45,841,678 
Stocks... 20... beeen ee cous 103,415,064 236,277,650 
Cash and securities... 24. ..... 165,115,526 186,044,378 
Net current asset$i. 4.66... s45 199,488,552 277,797,188 


Deferred liabilities 
Capital invested by 


ote a See dee 


16,774,435 22, 
al Dutch os 


(60%) and Shell Transport ‘* ; 

and Trading (40%) ....... » 218,858,452 218,858,407 
Accumulated income and other : 

GUPIONEE Ses Seaaos 235 


2,738,037 344,049,202 
Long-term borrowings ....... 113,425,521 112,801,822 


for depreciation calculated 


After —s , 
on the basis cost price, fixed assets as 


buted £19,057,327 (against £16,283,382) to shown in the balance sheet rose from £382.3 


million to just over £420 million, and current 


assets after deducting all liabilities from 
£182.7 million to 55.7 million; total 
s increased by some £53 million and 
cash and securities by £21 million. The 


whole of last year’s capital expenditure of 
over £100 million was financed by income 
retained in the business, and although Shell 
Tran to increase its authorised 
capital, over and above the increase required 
as a result of the recently announced capitali- 
sation of reserves, Sir Frederick Godber em- 
phasises that the directors “have no plans 
to. issue additional capital for cash or other- 
wise and can foresee no immediate necessity 
for doing so.” The group, in other words, 
while continuing its policy of pressing ahead 
with its truly massive een a . 
ploration programme, seems confiden' of | 

ability to provide internal finance ‘rom '5 
expanding profits. 


Anglo-iranian.—Despite the ©vcuation 
from Abadan, which lost the comp2ny some 
15 million tons of Persian oil last year, Angl- 
Iranian’s sales in 1951 were only 2 million 
tons below the 38} million tons sold 1950. 

was 


partly by increa 


under the company’s control, partly by 


? i ble 3 
— of crude oil from Kuwait ind other 
i ) additional refinery capacity 0 partly 


iz ‘from other sources. It wi — 
cccubie exes year’s events should lead 


Ae 
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1 drop in profits. Consolidated — 
before ee United Kingdom tax is down 


(34,466,342 to £52,217,016, but this 
- has again been arrived at after charging 


nee 3 326.446 royalty that would have been 


e to Iran on the basis of the 1933 Con- 
., and after setting aside £9,500,000 


ue credit of special contingencies account. 


providing for taxation, the amount 
ie for reserves and dividends is 
‘33,050, compared with £33,102,572 for 
evious year. From this, £1 million has 
‘llocated to preference stock reserve 


‘brnging the total to £9 million) and £16 


mulion, compared with £25 million, has been 
placed to general reserve (which now stands 
million). The maintained ordinary 


4 ndend absorbs only £3,171,656 and is thus 


mply covered by earnings. 


Years to Dec. 31, 
i carnings =— 1950 1951 


rading profit .....+.- 115,4 son 71,377 8824 
NCOME ie cckaesaeuee 118,661, "714 75,899,965a 
tion, e86;s s¥cae<aee 34,195,372 23,682,949 


N Abs dete ede 50,706,880 27,373,901 
y div idends (gross) . 6,041,250 6,041,250 

lividends {per cent) » 3» 
ot } vy subsidiaries. ... 572,842 606,749 


ince Sheet analysis :— 

sets, less depreciation 55,431,919 64,406,855 
rrent assets. .....«.«<s 88,445,581 79,622,279 
6 


. 43,402, 
case} arenes 50,960,747 59,074,918 
Reserves os ence eek ku cae Sane 115,891,388 
' mtingencies........ isos ‘ "440 
apitel. ceevieee 20,137,500 
charging royalty “as sa64ie) and ‘crediting 
to special contingencies. 


i] ordinary stock al 5 yields £5 14s. 3d. per cent. 


The chairman, Sir William Fraser, states 
his report that “the accounts have been 
repared in the same form and on the same 
asis as those for 1950, but figures in respect 
f current assets and liabilities in Iran have 
ad to be estimated to a considerable extent.” 
Alt nough total capital expenditure in 1951 
amounted to approximately £46.8 million (of 
whic h some £8 million was on account of the 
nker fleet), fixed assets, less depreciation, 
re shown in the balance sheet as having 
increased by only £8,974,936 to ——. 
It is not known what proportion of the 
various assets applies to properties in —_ 
if the worst befalls in that country, the 
on cial contingencies account, which with this 
year’s allocation now amounts to £49,987,440, 
sho ould prove to be a substantial safeguard. 
For the rest, investments in subsidiary com- 
pani es not consolidated and allied companies 
have risen from £91,398,147 to £111,731,643, 
while cash is up from £50,960,747 to 
(59.074 918. Whatever eventually ha in 
Tran, shareholders should be able to for- 
ward to the future with confidence born of 
the knowledge of innate strength. 
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- and P. Goats.—The slump in the textile 
rile has been too recent to Saabs its 
the profit and loss account of J. and P. 
oats, which was drawn up on 
sist last. Group trading ts still show 
an increase, from (15,546,151 to £16,172,694, 
“ the directors add that if allowance is 
le for the windfall gain 
500,000 in 1950, trading in 1951 
“ce some £2 million up last. year But 
reholders must ask themselves how much 
this £2 million represents a true increase 
carnings, and how much of it merely 
presents inventory gains, The tax collector 
Coes not, of course, make this distinction, 
d the charge for British taxation has in- 
i fom: £3,234,986 ¥ ge 17, while 
axation is up from 1,053 to 
3,291,664. These tax increases aes a 
h = flow — from overseas 
‘uUDsIdiaries to t 
and also largely ain the ieetaie te 


eep decline i 
net profits, from £9,237,376 to "£6:529,820. 


ta 


2, ta 


> & = 


In the preliminary statement, discussed in 
The Economist on May -24th, the directors 
warned sharcholders that the severe decline 


Years to Dec. 31, 


Consolidated earnings :— 1950 1951 
Weding See SS cocks ciisicges 15, she, 151 16, af, 694 
PN igo 40k vane unas 15,794,881 16, 456,123 

MN cori dct sc ecasans 823,268 
Foreign taxation. .........<...+ 1,991,053 
British taxation ............... 234, 5,170,617 
NEP 605k Sek ew bd pa vem 9,217,376 
Ordinary dividends ............ 986, 7, 
dividends (per cent) . 
Retained by subsidiaries. ....... 6,394,488 LaTL. Ie 
ME NOSOEWG so. vs: cicunseencd 1,852 3,500,000 
Added to carry forward......... 6 16,840 


Cons. balance sheet analysis ~— 
Fixed assets, Jess depreciation ... 8,819,471 10,991,492 


Net current assets... ...4+-ee0« 42,560,939 47,456,833 
ME. i 45s cud bk eons Cannaecae 39,876,780 53,496,310 

ies CEGEA Kea PREa NOG ceebNs 5,611,649 4,247,450 
ROVING sid civ dwcedaccsivasé 32,628,628 39,492,181 
Ordinary capital. ......60..0+-. 14, 750,000 14,750,000 


£1 ordinary stock al 41s. $4. yields £6 Is. 3d. per cent. 


in raw material prices since the turn of the 
year might “ necessitate an appreciable writ- 
ing down in the 1952 accounts.” The balance 
sheet figures now available show the serious 
o that such a writing down might make 

rofits. In the consolidated balance 
hon book value of stocks has risen from 
£39,876,780 to £53,496,310. This increase 
is due partly to a greater quantity of stocks 
held (which may have been the first hint of 


a recession in trade) and partly to higher raw - 


material prices. This inflation in the cost 
of investment in working capital has made a 
serious call upon the group’s liquid resources. 
Cash balances have declined from £5,611,649 
to £4,247,450, and quoted investments from 
£3,399,815 to £1,600,107, while bank loans 
have risen from £953, 485 to £5,196,006. 
With such figures in front of them, it is not 
surprising that the directors did no more 
than maintain the ordinary dividend at 12} 

cent. The full accounts strengthen the 
impression that the yield of £6 1s. 3d. per 
cent on the {£1 ordinary stock units at the 
current price of 41s. 3d. ma oa fully reflect 
the dangers that surround dividend pay- 
ment this year. 


Royal Mall.—The preliminary statement 
by Royal Mail for the year to December 
31st lest shows that the company made a 


operating profits reported in 1950. Net ts 
for 1951 are entered at £588,331 oo 
£171,614 of profits earned in earlier years), 
compared with £539,302 Gnckading {107,927 
of earlier profits) in 1950. These figures, 
however, have been struck after charging a 
much higher provision for taxation in 1951. 
This increase in taxation, from £755,181 to 
£1,937,929, ma y partly resect the reduction 
in initial gic Passi on new shipping tonnage, 
but it was also due to an increase in the 
gross operating surplus. Earnings in 1950 
re particularly 


of mneet, sisiparensts the Argentine, and 
although meat shipments were resumed in 
1951 they were on such a small scale that the 
resumption in this trade cannot 

wee ee eS As with 


the other Liner the growth 
Royal Mail’s’ profits Ce year must ale 


eee suggests that 
this year may prove to be a more one. 
evertheless, the have increased the 


*y 
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SECURITY PRICES AND 
YIELDS 
Prices, -: funds | Price, | Price.) Gioss 
Year 1952 May | June | Yield, 
Jan. 1 to s Guneeaee 28, | June-4, 
June ra = _ Stocks | 3968 | 1952 | 1952 
WF irnsasx | wel wile, 
ag 99 War 2% .. 995 | 994 .| $a 
Mar. 1, 1951-53 “3 @ 3 
100% OE War Bonds 24%../ 98% 98H .. « 
) Mar. 1, 1952-54 (3 9 7 
99% | 96} [Exch. Stk. 23%. .! 6H) 97 & 6 
Feb. 15,1955 | 
1003 | 99 arial Fundg. 18% 94; 9A 214 8 
Nov. 14, 1952 : 
100%} 97§ \Serial Fundg. beast 984) 9h 219 © 
| Nov. 14,1953 | 
99%; 96 Serial Fundg. 19% %A, 965 6 
| Noy. 14, 1954 | 


OM on 
ro 
a 


9983) 955 |War Bonds. 25%. 9h) Sh 


1003 | 96} ‘Funding 29%.... 969", 969° 
une 15, 1952- 57 | t 
100%} 97§ \Nat. Defence 3%.| 98%, 981, 


ar Loan 3%. | 8 

ot Oe Is 1955-59 | 

92 88} ‘Savings Bonds 3%) 89% | 
905 | 


bent 


Aug. 5, 1955- 65 | 
94 89 |Funding 24%....| 
Apr. is, 1956-61 | 


a ee . 
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Statistical Summary 


CHANGES IN DEBT -(¢ thousand) 


EXCHEQUER RETURNS 









































RECEIPTS PAYMENTS 
For the week ended May 31, 1952, total ee ee co Nat, — Certs. —— RETURNS 
vrdinary revenue was {71,198,000, against : 3 Det ‘Bontis... 1,288 JUNE 4, 1952 
ordinary expenditure of £73,252,000 and Other Debt :— ISSUE DEPARTMENT 
issues to sinking funds £110,000. Thus, in- Inteynal ....... 439 . 
ing sinking fund allocations of £4,001,000 ee Se Tee 
cluding sinking fund allocations of { Advances ...... 10,315 | Notes Issued:- | Govt. Debt... 11,015,109 
the deficit accrued since April 1,-1952, was ree ioe z : ee 1420,092,078| Other Govt. * 
£81,685,000 compared with a surplus of , n Bankg. De | Securities ... 1435,726,338 
£18,845,000 for the corresponding period of portant... © 50,064,148) Other oe. 48,275 
the previous year. FLOATING DEBT than gold) . . 510,287 
Issue ....... 14 10,000 
ORDINARY AND SELF-BALANCING REVENUE Gold Coin and 
AND EXPENDITURE ullion (at 
248s. per oz co 
| Bett. Papel Yigg. [ABEL LIAprit 1! Week | Week Week ee fine) ........ 36 825 
ae | Sane “tay 1450,356,823 | 1450,356,825 
I1952-8 June 2,19 May BANKING DEPARTMENT 
| | i3s2. 1951 1952 £ ! 
i ata — r= nee Capital ...... 14,553,000) Govt. Secs.... 295,191,430 
silane “Receipts into the , * ERR 3,460,388| Other Secs. 31/480/135 
ar. . 310-5 4516-9 | Public Deps.:- 12,924,580, Discounts and 
Onp RevanUE | » 15]2250-0/ 1980-5 ss a ae {es 12,408,000 | gefemnens.. 12,597,077 
Income Tax...... 1804225 158, ng on ol am 54a 22,814 » 22 . 59- . ecurties.... 18 £83,061 
conten rt 123,000 > SY 4273-1 337-9 4611-0 | Special Acct. 516,580 
Es tc., Duties | 175,000 53 } 3,400 
Serer 57,50 00 1,500 | Apr. 5]2380- 0| 1919-6} 332-5 4652-1 | Other Deps.:- 328,495,315 ; 
Profits Tax & EPT | 452,000 3,400 » 12) 2440- 0| 1600-9] 305°3 4347-2 | Bankers..... eae Notes........ 30,264,745 
Excess ProfitsLevy | ; » 19} 2500-0 | 1579-8] 320-7 4400-5 | Other Accts... 69,990,999| Coin......... 1,496,970 
Special Contribu-| » 26] 2530-0 | 1574-0] 312-1 4419-8 —_——— — 
tion and other | 30 3 359,435,283 | . 559,433,285 
Inland Revenue May 3) 2560-0} 1537-3] 311-4 4408-7 * Includ Ex uer, Savings Banks, Comuissioners 
» 104 2590-0) | 1521-5 S116 4429-1 of National Debt and Dividend Accounts. 
o y 138) 32, » 171} 2650-0) ‘ F 
tal Inland Rev. |261872 nos 290 32,344 ” 94l 2690. 0| 1477-2) 314-6 4481-8 COMPARATIVE ANALYSIS 
Customs..... . . (104s 00) 167, 952 175,08]j 28, 395, 19,140 » 3112710- 7 1484-5] 299-7 ° (£ million) 
0; 140,664) 8,765, 21,360 


EXcis€ ..cscccess ++ | 712, 000} 147, 





Bweiet soa scan 1 37,160! 40,500 TREASURY BILLS 
one a as ia 5, 542) y= 
tte s from Tradg. 000 5 
O. (Net Receipts) s, 100 Dr2700 
Boosloest Licences 2,000) 


2, 267) 


Sundry Loans..”.. coe 
7,973} 14,52 | 1 


Miscell. (incl. Sur- 
plus War Stores) | 110, 


Total Ord. Rev... 


| 349-5 | 250-0 











| 
SeLr-BaLANCING | Feb. 29 -0 249-5 | 200-0 
Post Office....... 2,900; 5,700 i 
income Tax on} Mar. 7 -0 239-2 | 200-0 ‘ 
E.P.T. Refunds} 88 «6243 » 14 -O | 250-4 | 200-0 3-64 
— o -0 | 251-9 | 200-0 3-39 
Ree cigs 7,120: 77,141 aie -0 240-2 | 210-0 3-61 
ssues Out of the Exchequer Apr. 4 -0 3502-1 | 210-0 3-96 
EXPENDITURE to meet payments 5 30 *O | 297-2 | 210-0 0-14 
f thousand) » 18 -0 | 316-6 | 200-0 3-27 
” 25] 200-0 | 296-3 | 200-0 4-20 
eS May 2 -0 | 326-8 | 200-0] 46 11-03 
Payments to N.| eo 0} . -O] 47 4:11 
Ireland........ «ae ‘0 * OO} 47 8-07 
Other Cons. Pi 10,000 » 2 “0 - -O] 47 7°94 
» “0 -O} 47 8-25 


PAS 6 iia 
Supply Services . 


sofia ay Tan for 91 day ip Bes 
; from June 3 to June 7, 1952, were accepted da’ 
1 4250 to Saturday as to about 71 per cent at £99 8s. 


z 


applications at higher prices were accepted in 
Total — Self-| ' 


Bal. Expd.).... rem For the week ended 


for Treasury deposits. 


Secr-BaLaNcinc she 3 

Post Office. ...... 

Income Tax on| NATIONAL SAVINGS 
E.P.T. Refunds| (£ thousand) 

Titel is cei 14444697] 615,821) 754,514 79,370! 79,305 


After increasing Exchequer balances by 
£66,647 to £3,007,037 the other operations 
for the week increased the National Debt 
by £14,779,235 to £25,714 million. 


eee ee ewe neee 


NET RECEIPTS (£ thousand) Net Savings. ...cccccoes 
Nil Defence Bonds :— 





PROCES sc cove cassis ae 
NET ISSUES ( a Repayments ..... eucKi ee 
Post Office and Telegraph (Money) Act, 1950 .... 750 Net Savings .......... 
EPP Wm oii sick oases wakes oka 297 | P.O. and Trustee Savings 
Export Guarantees Act, 1949, s, 3(2)..:......... 10 Banks :— 
Housing (Temp. Accom.) Acts, = and 1947. 50 Receipts, ......00¢ tical 
Housing noe — O50 is OEE iss wk ake’ 625 Repayments ..... weeteee 
Local Authorities Loans Act, 1945, s. 3(2)........ 7,500 
Miscellaneous Finsweia! Provisions Act, 1946 :-— Net Savings .....¢...s. 
S. 2(1) War Damage : War Damage Commission 3,000 
Finance Acts, 1946.and 1947: Postwar Credits. . 316 | Total Net Savings ......... 
Interest on certificates repaid 
12,548 Taterest accrued .......s65 





Bills to a maximum of £240 million were offered on June 
une 7th the banks were not asked 
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THEIR INQUIRY is 
interesting. What, however, is their commercial standing? 
You do not know—but the Westminster Bank almost 
certainly does. And even if it does not, the facts can 
quickly be obtained because the Bank has representatives 
in every town of importance throughout the world. This 
unrivalled Credit Information service is part of the 
much wider service which the Bank places at the disposal 
of all who trade abroad and which is fully described in the 
booklet ‘The Foreign Business Service of the West- 
minster Bank’. A copy will be sent gladly on request. 


WESTMINSTER BANK LIMITED 
Foreign Branch Office: 41 Lothbury, London, E.C.2 
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‘| PERSONAL 

| SERVICE 

ce 

rd A century ago, when England 
z| a was enjoying a period of peace 
=| aren and prosperity, the English 
Al ie P Y . 

z| ; private banker and his customer 
ve 


and banking was a personal 


service based on mutual 
confidence, 





Today, modern practice is 


enemas 


more comprehensive and in- 
cludes many specialised services not imagined by the 
banker of a hundred years ago, National Provincial 
Bank, however, with its widespread resources and 
organisation, still maintains the banking tradition of 
personal service, The entire banking organisation is 
adapted to serve individual needs, and the Manager is 
always glad to meet and advise each of his customers, 
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NATIONAL PROVINCIAL 
BANK LIMITED 


Head Office : 15 BISHOPSGATE, LONDON, E.C.2 
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MARTINS BANK 


LIMITED 


Capital Paid Up and Reserve: 
Deposits, etc. : 


£9,020,917 
£309,774,722 


Total Assets (at 31st December, 1951) : £347,336,244 


Chairman : 


A. HAROLD BIBBY, D.S.O., D.L. 


Deputy Chairmen : 
ROBERT VERE BUXTON, D.S.O. 
T. H. NAYLOR 


Chief General Manager: C. J. VERITY 


London District Office : 
Manchester District Office : 
N.-E. District Office : 

22 GREY ST., NEWCASTLE UPON TYNE, 1 
Leeds District Office : 28-30 PARK ROW, LEEDS, 1 


Midland District Office : 
98 COLMORE ROW, BIRMINGHAM, 3 


Head Office: WATER STREET, LIVERPOOL 


68 LOMBARD STREET, E.C3 
43 SPRING GARDENS, 2 


For all concerned 


with Overseas Trade 
There are many ways in which the Export Development 
Section of Lloyds Bank is helping both new and estab- 
lished exporters. The various functions of this sc: tion 
are indicated in a booklet entitled “Service to Exporters”. 
Please ask for a copy at any branch of the Bank. 


Let LLOYDS BANK 


look after your Export interests 
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BRITISH BANKING SURVEY 





The following articles comprise the editorial section of THE ECONOMIST’S annual survey of banking 
trends in Britain and the British Commonwealth, which this year appears in more extended form—to 
mark the importance of the dramatic change in British monetary policy that began last November. 
The articles are intended to be read in conjunction with the special 16-page selection of British 
Banking Statistics that appears in this week’s issue of the RECORDS AND STATISTICS supplement. A 
complementary editorial survey of Foreign and International Banking, with an associated statistical 
selection,«will be published in the autumn. These half-yearly features together comprise the new form 
of THE ECONOMIST BANKING SUPPLEMENT, which has been published for many years. 


The New Monetary Orthodoxy 


RITAIN’S monetary policy has lately undergone its 

most revolutionary change for twenty years. The 
change has falsified the forecast, but confirmed the 
analysis, given in these columns twelve months ago ; and 
the falsification is as welcome as the confirmation. The 
forecast was that, unless the balance of payments ran into 
heavy deficit, the Government would be increasing its 
borrowings from the banking system, and that bank 
advances would continue to rise in any case. The con- 
clusion was that the only way of preventing a further 
credit expansion was to pursue a tougher and more 
orthodox monetary policy “ with the object of either 
curtailing demands for advances or of forcing the banks 
to meet part of the demands upon them by selling gilt- 
edged securities.” This policy, which seemed unlikely 
so long as a Labour government remained in power, is 
precisely the one that Mr Butler and his advisers have 
adopted. The revolution in monetary policy, however, 
should not be attributed to the change in government 
alone ; a much less radical shift in policy would have 
been likely if Britain and the sterling area had not been 
plunging simultaneously into a dollar emergency more 
menacing than any of its postwar predecessors. 


The five articles in this survey examine different 
aspects of these far-reaching developments ; and because 
intricate as well as major changes have followed one 
another in bewildering succession, more emphasis is put 
upon exposition and explanation of what has been hap- 
pening than upon the problems that lie ahead. This first 
article is concerned primarily with the tasks laid upon 
monetary policy and its achievements up to date; the 
technical changes themselves are recorded in a later 
article. Two articles examine the impact of the crisis, 
and of the monetary correctives, upon sterling and upon 
the overseas sterling area. And a fifth article discusses 
the repercussion of these events,-and of some longer-term 
trends, upon the profitability of the banks. 


It is still too soon to assess the full effects of the new 
crthodoxy. Indeed, its effects at the most fundamental 
points—especially its relationship to the recession in 
some consumer goods industries, the rise in transitional 
unemployment, the slightly better flow of labour into the 
metal-using industries, and to the level of investment— 
may long be a matter of dispute and will never be pre- 
cisely determinable. But there is little doubt that, 
Ne in monetary terms, the domestic response has 
Cached the best expectations of the authorities. Indeed, 


the early effects of the measures of last November were 
probably sharper. than even they—and certainly much 
sharper than most people in the City—had foreseen. The 
chief tests at this stage were, first, the violence of the 
fall in the gilt-edged market once it grasped the implica- 
tions of the special funding operation in drastically alter- 
ing the pattern of bank asset ratios ; and, secondly, the 
indication that the shocks administered to the banks were 
severe enough to ensure a really salutary toughening of 
their attitude towards advances. Some academic econo- 
mists who prefer the “ social priorities ” of planning and 
who distrust monetary orthodoxy and the price 
mechanism may still debate from a distance the relative 
force of a tightened “ directive ” and of the quantitative 
measures combined with rising interest rates in achieving 
the new credit discipline (see, for example, the opening 
articles in a recent symposium arranged by the Oxford 
Institute of Statistics) ; but everyone in the City knows 
that the latter have been overwhelmingly the more 
important. 


The early indications of the strength of monetary policy 
explain the rapid increase in the responsibilities that have 
been loaded upon it. At the first stage, when there was 
only a “ token ” increase in Bank raté, by 4 per cent, the 
Chancellor did not contemplate any “ dramatic process ” 
or any “ decisive results.” Monetary policy seemed cast 
for a relatively minor role ; and everyone took it for 
granted that a large part of the work of squeezing and 
moulding the economy into the shape required to make 
and keep it solvent would be done by a strong budget— 
one that cut government expenditure sharply and also 

ressed directly upon consumption. But, if that was Mr 
Butler’s original intent, he abandoned it at first glimpse 
of the likely effects of the sterling area’s cuts upon the 
consumer goods industries ; and the only means of pre- 
venting a soft budget from having grave repercussions 
upon overseas confidence in sterling was to brandish the 
monetary weapon that was proving so much more potent 
than he had supposed. Hence a policy designed as a 
“ change of emphasis ” gave place to a 4 per cent Bank 
rate regarded as an “action that is, and is seen to be, 
decisive ”"—especially in its effects on opinion overseas. 


But that is very far from being the limits of the 
responsibility put upon the monetary authorities. If the 
Government is still determined not only to get the 
economy by hook or crook past this year’s danger-point 
but also to give it a reasonable chance of keeping clear 
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GLYN, MILLS & CO. 


ESTABLISHED 1753 


MEMBER OF THE LONDON BANKERS’ 
CLEARING HOUSE 
ARMY AND ROYAL AIR FORCE AGENTS 


CHILD & CO., 
Established before 1600. 


HOLT & CO., 
Established 1809. 


—_— 


A world-wide banking service giving 
personal attention to the individual 


requirements of each customer. 


{ 
| 
i 
| 
1 
incorporating 
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HEAD OFFICE: 
| 67, LOMBARD STREET, 
LONDON, E.C.3 
Associated Banks 3 
Royal Bank of Scotland. Williams Deacon’s Bank Limited. 























ALEXANDERS DISCOUNT 


COMPANY LIMITED 


24, LOMBARD STREET, LONDON, E.C.3 


CAPITAL PAID UP-  ~- £1,400,000 
RESERVES-. - -° = £2,200,000 


DIRECTORS 

SIR ERIC GORE BROWNE, D.S.O., O.B.E., T.D., 
Chairman. 

GEORGE CLEVERLY ALEXANDER 

ROBERT ALEXANDER 

THE RT. HON. LORD BALFOUR OF BURLEIGH, D.L, 

THE RT. HON. LORD COLGRAIN 

MARK DINELEY 

ALAN RUSSELL 


MANAGER 
ANTONY MACNAGHTEN 
DEPUTY MANAGER CHARLES C, DAWKINS 
ASSISTANT MANAGERS A. |. MCLENNAN M. L. CREGEEN 
SECRETARY F. W. HATCHER 


BANK AND FIRST-CLASS TRADE BILLS 
DISCOUNTED 


MONEY RECEIVED ON DEPOSIT 
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of danger thereafter, the presumption has to be that 
monetary policy is burdened with most of this arduous 
work. For the monetary changes are almost the only 
novel ingredient in the economic policies of the Con- 
servative Government ; the r 

variants of the—mainly physical—devices that proved so 
insufficient in the hands of the Labour Government. 


{he immediate tasks thrust upon monetary policy 
were, therefore, to sustain confidence in sterling by per- 
suading overseas opinion that the Government “ meant 
business,” to curtail foreign short-term borrowings in 
London, to play a large part in the cutting down of 
private investment in plant and vehicles and stocks, and 
cenerally to make up for the softness of the budget. For 
the slightly longer term,-the policy is presumptively left 
with a large share of the responsibility for accelerating 
the flow of labour from the consumer goods industries 
into the metal-using trades—a transfer that is indis- 
pensable if the hoped-for expansion of exports of capital 
goods is to be sustained without repeating the damaging 
cuts in home investment. -Moreover, if solvency is to be 
assured, it is imperative to maintain an external surplus 
to build up the reserves ; if, therefore, the Government 
is not prepared for tougher budgeting, monetary policy 
would have to shoulder the even more onerous task of 
keeping consumption in check, and perhaps of actually 
contracting it. 

TaBLe I 


CHANGES IN BANK DEPOSITS AND ASSETS 
(£ Million) 


| 1946 | 1947 | 1948 | 1949 | 1950 | 1951 | 1952 


+266 | +638 +256 | + 47 
xu + 99 | +243 | +234 | +102 
investmentS ....ccccesses +196 | +148) + 7) + 25 


Years to May 


— 40) +199; —152 
ws +155 | + 98 


Advances 


tree eweseeet 








+ + 53 | +377 
IDR's . 20550) eebeuvaues | —508 | — 24 | ~102 | —211 | —672 | — 95 | —269 
Bills and call money ..... | +454 | +318 | + 88 | +137 | +421) + 62 | —344 


atk seinen DA -— 4i+ 2)|/— li— 514+ 23/-—13 


_ These are vastly bigger responsibilities than anyone 
has previously suggested that monetary policy should (or 
could?) bear ; and if it is really intended that it should 
carry any large part of them, then measures of the 
present intensity are unlikely to suffice. But, judged by 
more limited objectives and by monetary tests, the record 
so far is good. A dangerous credit trend has been 
arrested, and the measures by which this was achieved 
have imposed a salutary restraint that is gradually being 
felt through a large part of the economy, and is certainly 
tending to curtail investment. 


In the six months before the new policy was launched, 
bank advances rose much more rapidly than in any com- 
parable period ; and although net bank deposits rose 
less rapidly in this phase than in the similar period of 
1950, this was solely due to the huge amount of finance 
that accrued to the Government as a result of Britain’s 
plunge from external surplus into catastrophic deficit. 
he narrowing of the deficit since then has cut down this 
“xternal source of finance, and rearmament outlays have 
been rising ; in the past six months, therefore, the 
easonal reduction in’ governmental demands for bank 
credit has been much less than it was in 1950-51. Yet, 
over this period, net bank deposits have fallen by £277 
million, or by £95 million more than they fell in the 
similar period of the previous year. 


The whole of this improvement has been due to the 
abrupt check snccenaliiiy- sptial to the private sector 
of the economy ; indeed, if private demands had risen 


are merely slight . 
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at the same rate as in the similar period of 1950-51 (not 
to mention their much sharper rate of rise in the six 
months immediately before the launching of the new 
policy) the resultant inflation of deposits would have 
been so large as actually to obliterate the strong seasonal 
tendency to contraction. In the five months to mid-April, 
when bank advances reached their peak at {£1,953 
million, their growth amounted to under £28 million, 


TaBLe Il 
TRENDS IN BANK ADVANCES 
(£ Million) 


| 1946~47 | 1947-48 





pera inenirer pret nigteeire 
1948-49 | 1949-50 | 1950-51 | 1951-52 








; 
May to November ... +107 +105 + 17 
November to May ... | +135 +129 + 85 


> | — 28 | +132 
+165} +183 | — 35 





compared with {£156 million in the similar period of 
1950-51. Moreover, in this phase, the demands of the 
nationalised public utilities were still rising very rapidly ; 
the latest available classified figures of advances, those 
for February, showed that over the first three months 
of the new policy the rise in total advances was wholly 
attributable to these public borrowers—despite the fact 
that the banks have been increasing their credits to the 
expanding metal-using industries (and despite the fact 
that they seem to have been relatively lenient towards the 
consumer goods trades that have been piling up stocks). 
Although the monthly statement for May reflected the 
first repayments out of the proceeds of the £150 million 
BEA loan, it seems certain that, in the six months to 
that date, the aggregate advances to the public borrowers 
still showed an appreciable net rise ; yet, as Table I 
shows, total bank advances actually declined in this 
period, by £35 million, presenting an impressive contrast 
with any previous postwar year. 

Nor is this all ; to gauge the pressure put upon the 
private sector by the new policy, it is necessary to look 
also at the banks’ portfolios of commercial bills and in- 
vestments. Since last November all the English clearing 
banks have shown their commercial bills separately ; 
although the aggregate portfolio rose in the first three 

Taste Ill 
CHANGES IN AssETs STRUCTURE, 1951-52* 














a as 
| May, 1951 Oct., 1951 May, 1952 
| i 
Hwee ae ‘J + i 
£ mn. % £ % £ mn. ° 
Net deposits ............0.- 5,848-2 §,981-0 | 5,696-6 
Liquid assets :— } 
2 ERS eR eee | 803-6 8-2 613-7 8-3 490:6 8-3 
COR MOM oo. cee EN ee 570-8 9-3 579-3 9-3 517-7 8-38 
cn hao dag! HG aN bo Cae ene 1,226-4 19-9 1,329-6 21-4 | 935-8 15-8 
Total liquid assets .......... 2,300-8 37-4 | 2422-6 39-0 | 1944-1 32-9 
“ Inflexible” assets :-— 
Treasury deposit receipts .. | 269-0 4-4 176-5 2-8 i ai? cg 
Investments ...... 6.654606. 1,555-7 25-3 1,555-2 25-1 | 1,952-3 32-7 
REE shad 60 cease viens | 1,792-8 29-2 1,897-0 30-6 { 1,890-6 32-0 
Total “ Inflexible “ assets .... 3,617-5 58-9 | 3,628-7 58-5 3,822-9 64-8 
i 





* Percentages of assets are related to gross profits. 


months, from {£152 million to £187 million, it has since 
fallen by £85 million, to {102 million—partly in 
response to dearer money and the new qualitative 
restraints upon foreign credits and drawings, and partly 
because some overseas banks in London have been 
retaining a higher proportion of bills themselves. 

More significant still, from the domestic standpoint, 
has been salutary reduction in the clearing banks’ 


investment portfolio; if the equivalent of the {500 
million of Serial Funding bonds is excluded (since they 
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represented a virtually enforced switch from ‘Treasury 
bills) the aggregate portfolio has shrunk by £123 million 
to £1,432 million, its smallest since the closing months of 
the Daltonian campaign. An sepa part of this 
decline, of course, reflects the painful writing-down that 
has been forced upon the banks ; but there have also been 
some considerable sales. Since the authorities, on balance, 
have certainly not been buyers of gilt-edged in the 
market since last December (when they gave substantial 
aid in brief sallies at the worst point of demoralisation), 
and may have been net sellers, this selling by the com- 
mercial banks has tightened up still further the money 
supply in the private sector. In addition, of course, it 
has added substantially to the other psychological influ- 
ences making for restraint. 

The bankers themselves, who have been tougher in 
their credit policies than any of them thought feasible 
last autumn, are certainly entitled to claim that they have 
responded effectively to the new policy. And, until a 
few weeks ago, it could also be claimed that the new 
monetary measures, by inducing or enforcing a narrow- 
ing of the short position, were sustaining sterling through 
a phase in which other influences to resist a further slide 
were all too weak. But now the relief from enforced 
bear-closing is virtually exhausted, and the more funda- 
mental sources of relief have not developed as steadily as 
had been hoped. 

A new wave of nervousness has therefore led people 
to ask whether the monetary discipline may not have to 
be tightened still.further. Certainly, this is no moment 
to relax it ; yet several influences are already tending in 
that direction. Although the direct impact of higher 


. 


Sterling Area 


N the last five years the sterling area has seen two 
false dawns of hope, interspersed between three grave 
balance of payments crises. When the Commonwealth 
Finance Ministers met in London last January, at the 
depth of the third-and worst crisis, they had therefore 
to trudge along a dréarily-familiar road. ‘The programme 
that they initiated-then, as since amended in Mr Butler’s 
budget statement, aims at reducing Britain’s payments 
deficit with the non-sterling world from {£600 million in 
the second half of 1951 to zero in the second half of 1952 
(after taking account of American aid) ; the task set for 
the overseas dominions and colonies represented at the 
conference is to eliminate the deficit of between {100 
and {£150 million that they ran with the non-sterling 
world in the second half of 1951, and turn it into a 
surplus of-at least £100 million by the second half of 
1952. 

It is unfortunate that the detailed targets announced 
after the conference laid this emphasis on non-sterling 
payments, while the general measures of disinflationary 
policy agreed upon merely—and rightly—emphasised the 
need for each country to balance its overall accounts. It 
is true that for Britain itself the dichotomy between these 
two expressions of intent is not glaringly obvious. The 
easiest imports for Britain to cut happen to be the un- 
rationed foodstuffs and other consumer goods that have 
flowed into this country from Europe iin increasing 
volume since liberalisation of intra~European trade began. 
The second easiest to cut, given the present level of stocks, 
are imports of some raw materials from the dollar area ; 
there must be some uneasiness in Whitehall that Britain’s 
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interest rates upon borrowers has probably play-d q 
bigger part than is lly recognised, there is no 
doubt that the new credit restraint has so far been chiefly 
achieved by the impact upon the banks of the tautening 
of their assets ratios at a time when interest rates, long as 
well as short, were rising.” Now the tension is being 
eased, secoargets a iret T: of asa borrowing 
is increasing the supp Treasury bills. These borrow- 
ings are partly seasonal and partly due to the contraction 
in the rate of external borrowing ; but they are also 
attributable to the BEA loan. This would have easeq 
the banks’ position in any case, because of the resi:!tant 
repayment of bank advances ; but, since the “ depart- 
ments ” took up some two-thirds of the issue, the fin inc- 
ing of their purchases is further increasing the banks’ 
liquid assets. 

If these tendencies persist for long they will certainly 
have some repercussion upon advances practice, for the 
banks do not find it easy.to refuse long-established and 
substantial customers. For a little while, the psycho- 
logical effects of the recent sharp break in gilt-edged 
should suffice to hold the line in credit restraint ; but 
steps ought to be taken soon to reinforce it more tangibly 
—especially in view of the big maturities of bonds in the 
next nine months. In the early future, the reinforcement 
is much more likely to take the form of a funding !oan 
or mofe persistent sales of gilt-edged through “ the taps,” 
than of a further increase in Bank rate—unless there is a 
dramatic change in the exchange market. But if and 
when monetary policy is deliberately brought to bear on 
the longer-range problems, it will certainly have to deploy 
all available weapons simultaneously. 


off Balance 


habit of relapsing into a balance of payments crisis when- 
ever inflation damps down in America may mean that 
this country always tends to run down its stocks at the 
bottom of the market and start purchasing heavily at the 
top of it—but it must be some comfort to be able to adopt 
a balance of payments formula that does not demand 
similar upside-down economics in relation to purchases 
of sterling area raw materials. Finally, if some goods have 
to be diverted from the home market, it is politically con- 
venient to make the cut in’ investment goods, which 
happen to be readily saleable in non-sterling marke's. 
For practically every one of the overseas sterling area 
countries, however, a policy aiming at overall balance and 
a policy aiming solely at improvement of non-stcrling 
payments are two very different things. The imports 
that these overseas countries think they ought to cul— 
and on economic as well as political grounds they arc 
almost certainly right—are imports of consumer g00ds, 
which come largely from Britain. It was for this reason 
that when the Finance Ministers of Australia, South 
Aftica and (to a less extent) New Zealand went home last 
January, they proceeded to swing their axes at imports 
from Britain—and immediately caused a howl of protest 
from manufacturers in this country, who wanted to know 
what relevance these savage cuts had to the problem of 
dollar payments. It is only when the answer to this 
protest is appreciated in this country, and accep'cd by 
the British and the Dominion Governments, that a -!eat- 
thinking approach can be made to the saving of ste:ling. 
Before the war Britain accounted for about 5° P* 
cent of total sterling area exports (valued at some { !,10° 
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West End Branch: | 
198, PICCADILLY, W.1. 


OVERSEAS BUSINESS 


Special Departments at the Bank’s 


London City Office, at the Principal 
Glasgow Office, and at the Head 
Office are fully equipped to handle 
every description of Overseas Bank- 
ing Business. Enquiries are invited. 





Principal GLASGOW Office: 
110, QUEEN STREET, C.1. 


SRANCHES THROUGHOUT SCOTLAND. 


HEAD OFFICE: 
38, ST. ANDREW SQUARE, EDINBURGH, 2. 
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CHIEF OFFICE: 62 LOMBARD STREET, «C23, 
Temporarily at:—11/12 ST. SWITHINS LANE, ~€.4. 
KINGSWAY BRANCH: IMPERIAL HOUSE, W.C.2. 
WEST END BRANCH: VIGO HOUSE, 115 RECENT STREET, W.1 


‘THE COMMERCIAL BANK 
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HEAD OFFICE: 14 GEORGE STREET, EDINBURGH 
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THE NATIONAL BANK 
OF SCOTLAND LIMITED 


Established 1825 


Capital—Subscribed - - £5,400,000 
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Reserve Fund - . - - 2,350,000 
Total Assets 

(Ist November, 1951) - - 119,000,000 





Head Office : EDINBURGH 


General Manager: J. ALLAN BROWN 
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Spotlight on Australia 


To meet the requirements of those contemplating business or 
manufacture in Australia, two booklets have been issued by the 
Australia and New Zealand Bank Limited. 
“Industrial Australia ’’—containing authoritative information 
on industrial resources, markets, labour and finance. 
“Company Formation in Australia’’—a general guide to 
Company Law, with notes on current taxation. 
Copies of these booklets will gladly be sent on request. 


AUSTRALIA AND NEW ZEALAND 
BANK LIMITED 


In which are merged 
The Bank of Australasia Limited and The Union Bank of Australia Limited 


Head Office: 71 Cornhill, London, E.C.3. 
Telephone: Avenue 1281. 


Branch Offices in London : ‘ 

4 Threadneedle Street, E.C.2. 

263 Strand, W.C.2. 

6 Albemarle Street, Piccadilly, W.1. 





Finance and 
Eastern Trade 


“Mercantile” service extends not only 
throughout India but also to every important 
trading centre in the East. 

For sixty years the “ Mercantile” has closely 
studied financial conditions in all Eastern 
markets. Its accumulated knowledge 

is at the disposal of British business houses 


interested in developing Eastern trade. 


THE MERCANTILE BANK 
OF INDIA LIMITED 


_ Head Office: 15, Gracechurch Street, London, E.C.3- 
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million f.0.b. in 1938) and some 60 per cent of total 
sterling area imports (valued at some {1,580 million 
cif. in 1938); in 1950 the relevant proportions were 43 
per cent of total sterling area exports of some £5,250 
million and 47 per cent of total sterling area imports of 
{5,500 million. Itis, therefore, still reasonable to regard 
Britain, on the one hand, and all other sterling area 
countries, on the other, as two trading entities of broadly 
equal importance. The fortunes of these two groups 
since 1938 have, however, been very different. The 
volume of Britain’s exports has increased by 80 per cent, 
the volume of its imports has slightly declined and its 
terms of trade (that is, the ratio of import to export 
prices) have gravely deteriorated. In almost all the over- 
seas sterling area countries, by contrast, the volume of 
exports has increased only slightly, the volame of imports 
has sky-rocketed and the terms of trade have greatly im- 
proved. In consequence, as the accompanying charts 
show, the overseas sterling area has been in continuous 
external deficit ever since the end of 1946, except for 
the brief eighteen months between January, 1950, and 


June, 1951. Throughout most of the last five years, 


indeed, the external deficit of the dominions has been 
greater than that of Britain, although the colonies seem 
to have been in surplus throughout. 


The sum of the deficits (or surpluses) of Britain and 
of the overseas sterling area is, of course, mathematically 
identical to the overall deficit or surplus of the whole 
sterling group with the outside world. It will be seen 
from the charts that up to the end of 1949 this overall 
deficit did not bear any constant relationship to the con- 
current drain on the central gold and dollar reserves ; 
its effect was masked by Marshall Aid and by the willing- 
ness of European and other non-sterling countries to 
receive payment for their exports in sterling. Since 
Marshall Aid ended and EPU started, however, this 
relationship has become much more direct. 


The implication is obvious. If sterling is to be saved, 
the overseas dominions must cut down their internal 
expenditure on consumer goods. Insofar as the cuts 
fall on domestic manufactures, then the resources thus 
freed must be diverted to their export industries, which 
in most dominions implies a policy of back to the land. 
Insofar as.they fall on imports from Britain, then the 
resources that Britain has utilised for the manufacture 
of these goods must be diverted to the manufacture of 
goods that can be sold in non-sterling area markets, 
which means, in effect, to the engineering industry. 


It is for this reason that the overseas sterling area’s 
recent cuts in imports from Britain should be welcomed 
in this country, provided they are matched by corres- 
ponding cutbacks in . power within the 
dominions concerned. The big danger at the moment, 
of course, is that they will not be so matched. There is 
a very real risk, for example, that the shutters that have 
clamped down on Australian imports will turn that 
country into a hothouse for the growth of high cost 
Comestic industries, eager to fill the gap that the decline 
in imports from Britain has left. In this case the sterling 
area will have the worst of all worlds ; a desirable switch 
of resources in Britain will be offset by an undesirable 
switch in Australia, 


What are the Prospects that the overseas dominions 
will in fact fol sufficiently stern disinflationary 
policies to keep their economies in balance? The greatest 
“ingle source of hope lies in the worldwide resurrection 
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of monetary policy as a positive disinflationary wea 

in the last twelve months. Very few of the oenekes 
have economies—or civil service machines—that permit 
of once-a-year disinflationary budgeting, or of what may 
be called the “economic survey” approach to disinfla- 
tionary planning ; their national incomes are subject to 
wild fluctuations in the course of any one year as a result 
of changes in the prices of a handful of staple commodi- 
ties, and it is not therefore surprising that their annual 
budgets tend to be based (at best) on the projected 
balancing of revenue and expenditure, rather than on any 
planned withdrawal of a given quantum of purchasing 
power from consumers’ hands. The most potent disin- 
flationary weapons in such economies are therefore those 
that are based either on the politically difficult “ market- 
ing board” approach—that is, on the temporary with- 
holding of exporters’ incomes above a given level in 
boom years—or on a flexible use of interest rates. 


At the moment, flexibility is not, unfortunately, a 
characteristic of the monetary policies of most dominions. 
Australian monetary policy has long been wedded to 


CHANGES IN VOLUME OF IMPORTS AND EXPORTS 
(1950 compored with 1938) 
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rigid—and largely unsuccessful—quantitative and quali- 
tative controls; indeed the Australian Government 
actually prevents intelligent use of the interest rate 
weapon by fixing a maximum rate of interest on bank 


advances (a maximum that has remained unchanged at . 


44 per cent since December, 1946). The central bank 
can to some extent control the volume of funds available 
for bank lending by requiring the commercial banks to 
hold a varying proportion of deposits in sterilised 
“special accounts” (approximately 39 per cent of 
deposits were sterilised in this way at the end of last 
ear), and discrimination against “ inessential” bank 
oodine is enforced by statute. The central bank has let 
it be known that industries seeking to expand production 
of consumer goods in order to fill the void left by the 
import cuts will be classed as “ inessential,” but since 
this. cumbersome machinery, like the equally rigid 
control of capital issues, has never shown much sign of 
ing effectively, this is small comfort. The most 
aspects of the Australian scene are that the 
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Commonwealth budget of last September did seem to 
inaugurate a period of genuine budgeting for a surplus, 
that the drain on liquid funds caused by last year’s 
balance of payments deficit has caused an air of caution 
to clamp down in bank board rooms, and that the cessa- 
tion of the inflow of foreign funds has driven up the 
interest rate on II to 14-year government bonds from 
34 to 33 per cent and exerted some check on public 
works programmes. But it seems doubtful if disinfla- 
tionary policy in Australia can ever get on to the right 
track until interest rates are allowed to rise further than 
at present. Unfortunately, New Zealand also seems to 
favour an inflexible approach to monetary policy. 
Although interest rates have been allowed to rise there, 
a great deal of reliance has been placed upon qualitative 
control of advances ; since December, 1951, the trading 
banks have been required to examine all accounts in 
excess of £10,000 and to submit most applications for 
increases in advances above this limit to a cumbersome 
machinery of Reserve Bank scrutiny. 


In India there have been welcome signs of intelligent 
use of the interest rate weapon. Even before the Bank of 
England changed its policy last November, the Indian 
authorities had decided to raise the Reserve Bank rate 
from 3 to 34 per cent at the beginning of the “ busy ” 
winter season; this increase was duly made in mid- 
November and it has undoubtedly playéd a considerable 
part in the recent diminution of inflationary pressure in 
India. Since November the Reserve Bank has increased 
its room for manceuvre in the Indian money market by 
the steps that it has taken to create a new bill market, 
and the Finance Minister has introduced a budget that, 
despite needed reductions in export duties, gives nothing 
away to those who have been complaining that disinfla- 
tion is turning into slump. Among India’s neighbours, 
Pakistan does not yet enjoy the benefits of a flexible 
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or tem (most bankers in pre-partition Indja 
were Hindus) but Ceylon is carrying out an ambitious 
experiment in disinflationary banking technique with the 
aid of American experts. . 

In South Africa, last year’s import spree and balance 
of payments deficit was aided and abetted by an ex:raya- 
gant increase in bank advances, which was partly made 
erage by a decline ia the commercial banks’ cash ratios 

rom 25.7 to 1§.§ per cent in the course of the year. 
Since then Mr Hav has im substantial tax 
increases, the Reserve rate has been raised from 
+ to 4 per cent, and support prices for government 
bonds have been lowered sufficiently to allow the yield 
on them to rise to 4} per cent (against 34 per cent 
a year ago). It should be noted, however, that a high 
level of South African imports does not necessarily lead 
to a drain on the sterling area’s gold reserves ; in fact, 
in so fat as “ essential” imports come from non-dollar 
sources more South African gold is sold to London. 


It would be idle to pretend that any survey of mone- 
tary conditions in the overseas dominions holds out great 
hopes that internal disinflationary pressure has yet been 
pushed far enough to buttress their rather shaky systems 
of import licences and other physical controls. For a 
short time, no doubt, the “hangover” effects of last 
year’s over-importing by local merchants will exert some 
disinflationary pressure of its own. It is as this hangover 
wears off that the need for greater monetary realism there 
will become imperative, if sterling is to be saved. Mean- _ 
while, Britain’s role should not be restricted merely to 
putting its own house in order. Even though the over- 
seas sterling area’s import cuts will hurt individual 
manufacturers in this country, it is important that the 
dominions should not be diverted from the road to salva- 
tion by Lancashire’s political exertions—or by White- 
hall’s uneconomic example. 


Reopening the Exchange Market 


HE past six months have been an exceptionally 
eventful period in the history of sterling exchange. 
The dramatic change that has occurred in domestic 
monetary policy since the advent of the Conservative 
government has had a counterpart—though a less 
dramatic one—in the sphere of foreign exchange. More- 
over, the tempo of events there suggests that there may 
be further changes and developments of major import- 
ance in the near future. The initial rise in Bank rate and 
in short money rates was too small to have much direct 
.effect upon the foreign exchange situation ; but it was 
quickly followed by a major change in exchange tech- 
nique. In mid-December the authorities reopened the 
London foreign exchange market, which had been vir- 
tually closed since 1939. This step involved no change 
whatever in the rigour of exchange control, but it pro- 
vided much greater freedom for dealings between author- 
ised banks, and at rates determined—within limits—by 
market forces. In their foreign exchange operations pre- 
viously, the authorised banks had to act almost exclu- 
sively in the guise of agents of the Bank of England ; the 
bought and sold specified currencies at fixed rates, bot 
in the spot and the forward markets. 


The progress towards a freer market announced last 
December was greatest in the realm of forward dealings. 


Since December 17th dealings in forward exchange have 
been transacted at rates determined solely by supply and 
demand. The special facilities previously provided by 
the Bank of England for buying-and selling foreign cur- 
rencies forward were withdrawn, and no new official 
dealing rates were fixed, so that fluctuations of rates 
in this market have not been subject to definite limits—- 
though official intervention may have intruded at times. 


In the spot market, however, the scope for movement 
is formally circumscribed. » Bank of England 
widened the range of its own official buying and selling 
rates to an extent very close to the maximum—i.c., 1 pet 
cent either side of parity—allowed by the articles of 
agreement of the International Monetary Fund. The 
new buying and selling rates for the U.S. dollar, for 
example, were fixed at $2.78-$2.82, the Bank of England 
holding itself ready to sell dollars at the lower and to 
buy them at the higher of these two rates. Within this 
range—which incidentally, is wider than the spread of 
ae points under the old gold standard—the authorised 

anks were allowed to deal at competitive rates again, [0 
marry transactions and to maintain working balances 10 
foreign currencies up to limits fixed by the Bank of 

This granting of a wider measure of freedom to the 








| 





THE ECONOMIST, June 7, 1952 





—— 


The 
Charterhouse 


Group 


Provides Finance for Industry 


through 


THE CHARTERHOUSE FINANCE 
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NORTHERN AFRICAN MINING AND 
FINANCE LIMITED 


15, St. Swithin’s Lane, 
London, E.C.4. 


Telegraphic Address : Telephone : 
Charvesko, Stock, London Central 0454 (7 lines) 





For an International Banking 
and Financial Service 












HEAD OFFICE : 

Founders Court, Lothbury, E.C.2 

Telephone : MONerch 9833 
(1 lines). 


WEST END OFFICE : 
123 Pail Mell, $.W.1. 
elephone 


FOUNDED ? WHitehail 7721 





GUINNESS, MAHON & CO. 


MERCHANT BANKERS | 


: ESTABLISHED 1836 


53, CORNHILL, LONDON, E.C.3. 


GUINNESS & MAHON 


17, COLLEGE GREEN, DUBLIN 


GUINNESS MAHON 


REPRESENTATION CO. INCORPORATED 
115, BROADWAY, NEW YORK, 6, N.Y., U.S.A. 
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engaged is older than we are. 
banking began in the 12th century when { 3 
the Knights Templar, protecting the 
lines of communication which sustained f 
the Crusades, devised a mechanism for F 


¥ 


exchanging currencies and transferring 
goods between Western Europe and the 4 

Asian Continent. This primitive but 4 
highly efficient banking service made e 
possible a rapid expansion of the trade ¥ F 
between the Eastern and Western worlds vi $ f 
—a traffic which has been fittingly de- / 
scribed as the foundation of all commerce. 
Nowadays travellers along the 
Asian trade routes and : 
merchants and manufacturers engaged in the 
Eastern trade entrust their banking transactions to:— Sag 


THE CHARTERED BANK OF INDIA, 
AUSTRALIA AND CHINA 


(Incorporated by Royal Charter, 1853) 


Head Office: 38 Bishopsgate, London, E.C.2. 

West End (London) Branch: 28 Charles II Street, London, S.W.1. 
Manchester Branch: 52 Mosley Street, Manchester, 2. 
Liverpool Branch: 27 Derby House, Liverpool, 2. 

New York Agency: 65 Broadway, New York, 6. 


Branches of the Bank, under British management directed from 
London, are established at most centres of commercial importance 
throughout Southern and South-Eastern Asia and the Far East. 


TODAY 


This profusely illustrated 
booklet, issued by the Bank 
of Montreal, contains 100 
pages of information about 
Canada, her people, indus- 
tries and natural resources; 
and provides facts and 
figures for the business- 
man, settler and tourist. 

A copy will be sent free 
on request. 





BANK OF MONTREAL 


47 Threadneedle Street, London, E.C.2 
Head Office: MONTREAL - 
Over 570 branches throughout Canada 
Assets Exceed $2,000,000,000 
incorporated in Canada in 1817 with Limited Liability 
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Ask your Banker 


Should you require banking service 
anywhere in Canada, the West Indies, 
Central or South America, ask your banker 
about the facilities we provide in these 
important trading areas. The Royal Bank 
of Canada is always glad to co-operate 
fully with your local bank to serve you. 
London Offices— 


6 Lothbury, E.C.2. B. Strath, Mgr. 
2-4 Cockspur St., S.W.1. R. B. Murray, Mgr. 


THE ROYAL BANK 
OF CANADA 


Head Office, Montreal 
Offices in New York and 
Paris 


Over 730 branches 

in Canada, the West 

Indies, Central and 
South America, 


Incorporated in Canada in 1869 
with Limited Liability. 


ENGLISH, SCOTTISH & 
AUSTRALIAN BANK 


* 


£5,000,000 
£3,000,000 
£2,000,000 
£2,000,000 


Through more than 400-Branches in Australia and a net 
work of Agents and Correspondents in all overseas countries, 
this Bank is enabled to handle all classes of Banking Business, 
exchange transactions, trade enquiries, &c. 


* 


Address enquiries to Head Office: 
5, Gracechurch Street, London, E.C3 
J. A. CLEZY, London Manager and Secretaty: 


Chief Office in Australia: Collins Street, Melbourne. 


Subscribed Capital 
Paid-up Capital ... eee see 
Further Liability of Proprietors 


Reserve Fund see pats ‘ae 
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London foreign exchange market can -be regarded as 
complementary to the remtroduction of a flexible credit 
policy in Britain.. The two moves together ensured that 
the relative level of money rates in London and other 
centres could once more find some reflection in forward 


exchange quotations, though the reflection could fot be — 


as clear and as free from distortion as it was when inter- 
national movements of capital were not fettered by 
exchange controls. In the spot market, too, the move- 
ments of the rate between the upper and lower official 
points now provide a measure of the strength or weak- 
ness of sterling that was not available when all trans- 
actions took place at fixed official rates. The movement 
of these spot rates, especially for the United States 
dollar, has provided some indication (though by no means 
a conclusive one) of the trend towards improvement or 
deterioration in the gold and dollar reserve. 


* 


For almost three months after the reopening of the 
London exchange market the United States dollar 
remained very close to the Bank of England official 
selling rate of $2.78, and the authorities constantly sup- 
plied dollars at that level. That pattern, however, was 
dramatically broken on March 12th, when the effects 
of the budget and especially of the further increase of 
Bank rate to 4 per cent came to be felt. Within a day the 
spot rate had moved to $2.804; it rose to a peak of $2.814 
by the beginning of April. The lifting of the spot rate 
above the Bank of England’s selling rate for dollars, and 
actually above its dollar parity, could be regarded as an 
indication that the pressure on the gold reserve was 
easing. It could not, however, be taken as an indication 
that the reserve was rising. Many transactions that may 
involve loss of gold take place outside the market in U.S. 
dollars. Payments to Canada are a case in point, those 
to Europe through the European Payments Union 
are another, while the gold purchase agreements between 
the various gold producing countries in the sterling area 
and the Bank of England create gold movements that take 
place independently of what may be happening to the 
dollar-sterling rate. Moreover, even in the matter of 
dollar transactions, very substantial operations are made 
in respect of government bulk trading, and the relevant 
exchange operations will in many cases bypass the market 
altogether. If the market is strong, some of these official 
needs are likely to be settled through it—but there is 
no means of knowing what proportion of them is being 
thus met. Nevertheless, allowing for all these reserva- 
tions, it may be assumed that as the spot rate for sterling 
in terms of dollars recovered to and beyond its parity, it 
indicated that the normal commercial demand for dollars 
fell short of the offers that came on the market and was, 
therefore, being satisfied without recourse to the gold and 
dollar reserve of the Exchange Equalisation Account. 


The demand for sterling that created this considerable 
strengthening was partly, and perhaps largely, attribut- 
able to the greater confidence engendered by the 
budget and the concurrent rise in Bank rate. It was also 
the result of covering tions in sterling that followed 
a general and considerable restriction, towards the begin- 
hing of March, of credit facilities granted by London 
banks to overseas clients. These restrictions were brought 
» (0 operation as a result of directions from the Bank of 
England requiring banks and acceptance houses in Lon- 


don to limit drafts under foreign credits to a maximum 
of ninety days, to refuse all sauce or i 
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credits and to restrict all new external credit facilities to 
the financing of goods actually in movement. These 
restrictions have come into effect as maturing credits have 
fallen due and have failed under these new provisions 
to secure renewal. Funds have therefore had to be 
remitted to London in repayment of these facilities. 


The repayment of sterling credits has also been en- 
couraged by the higher rates for bills quoted in the 
London market. The previous sub-normal level of dis- 
count rates, together with the comparatively cheap rates 
quoted by the Bank of England before last December for 
forward accommodation in the exchange market, had 
made it possible for foreign traders to secure credit 
facilities in the London market on abnormaily cheap 
terms. They had been borrowing in London to provide 


for many transactions that in the normal course should * 


have been financed in their own domestic markets. 
Not only had they been accommodated more cheaply 


in London than they would have been at home ~ 


but they had thus secured facilities that allowed them to 
be short of sterling and long of commodities. 


This type of operation had been only one in the con- 
siderable network of semi-speculative transactions against 
sterling that had developed over the previous months of 
steeply falling gold reserves. The fixed rate of $2.80 
was again under suspicion, there was no possibility of 
a strengthening of sterling beyond that parity, and any 
foreign operator who secured facilities enabling him to go 
short of sterling was therefore handed-a chance of making 
substantial speculative profits if in fact sterling were to 
depreciate. The open position against sterling was en- 
larged by every device that allowed foreign importers 
from sterling countries to postpone remitting the 
proceeds of their purchases to the exporting country. 


It is unlikely that this speculative position founded on 
normal commerce has been reduced by more than a small 
proportion. There has been compulsory covering where 
the credit restrictions ordained by the Bank of England 
have come to apply. But any foreign merchant or opera- 
tor who has not felt this compulsion—and there are many 
devices for going short of sterling that lie outside the 
orbit of the Bank of England’s technical remedial 
measures—is unlikely to have been induced to cover 
solely by the increase in discount rates in London. The 
official parity of $2.80 is still under suspicion and there 
is no possibility of upward revaluation of sterling; in con- 
sequence, where a foreign merchant can leave a short 
position in sterling open, he will be strongly inclined to 
do so. | 


The compulsory covering operations began to lose 
their force towards the beginning of May. The sense of 
urgency to cover them may have. been diminished 
by the Government’s retreat on purchase tax and railway 
fares and by suspicions that the measure of political 
determination behind the tougher credit policy was not 
as great as might have appeared in March when Bank 
rate was increased to 4 per cent—or, in January, when 
on the conclusion of the Commonwealth Finance 
Ministers’ meeting in London it was boldly decided to 
make the convertibility of sterling an early objective of 
exchange policy. From a spot rate of about $2.81 at the 
beginning of May the quotation of sterling in terms of 
the US dollar has fallen steadily to $2.784. Commercial 
demand for dollars has been persistent and has tended to 
outstrip the demand for sterling in New York, which in 
the main has reflected the covering of the short position. 
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The dollar rate has thus returned very close to the point 
at which the normal commercial demand for dollars must 
in part be satisfied out of the reserve of the Exchange 
Equalisation Account. 


So far, therefore, the return to credit discipline an 
exchange flexibility, the import cuts and the creation of 
confidence by the promise of convertibility, have failed 
to make any lasting impression on the foreign exchange 
market. There is, however, an all-important segment of 
that market in which the position has notably im- 
proved over the past six months—in the various rates 
for cheap sterling. When the foreign exchange market 
was reopened last December transferable sterling (which 
is not, of course, quoted in London) was at $2.40. It 
has since risen almost uninterruptedly to over $2.60. 
Over the same period security sterling has improved from 
$2.32 to $2.50, while the rate for bank notes in Zurich, 
the most active of the note markets, has risen from 
Frs. 10.32 to Frs. 11.22. 


The most important of these rates is that for transfer- 
able sterling, since it provides the basis for the commodity 
shunting operations that make it possible for sterling 
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held by non-residents to be converted eventually into 
dollars—at some sacrifice compared with the offiia| 
rate. The extent to which the technique of commog; 
shunting has developed has, however, tended to made 
its own corrective—for the time being, at least. The 
suppties of transferable sterling have tended to dry y 
The reason why they are not being replenished |ics chied 
in the fact that the European Payments Union mechanism 
ensures that any British deficit with Europe is poy 
reflected, not in a rise in the volume of sterling held op 
European account, but in gold losses suffered by the 
Exchange Equalisation Account. It is not Surprising 
therefore, that the recent weakening in the spot rate fo; 
sterling in terms of dollars should have gone hand in hand 
with the strengthening of the various cheap rates for 
sterling. This movement, if it proceeds far enough 
would ease the transition into what may be the new 
chapter in the exchange history of sterling, a phase ip 
which the convertibility of non-resident currently earned 
sterling promised last January may become a teality— 
perhaps at the price of a divorce from the existing fixed 
parity with the dollar, but with the advantage of levelling 
all commercial rates for sterling. 


Seven Months of Monetary Discipline 


RITAIN’S first moves in the return to orthodox 

monetary policy were made on November 7, 1951, 

less than a fortnight after the general election ; they were 

announced by Mr R. A. Butler in his maiden speech as 
Chancellor, after the close of business on that day. 


In the opening phase, most of the emphasis was put 
upon a rapid re-creation of the mechanisms required for 
orthodox credit control, and upon quantitative restraint 
to be achieved partly by psychological shock, rather than 
upon increases in rates. Bank rate, unchanged at 2 per 
cent since the war loan conversion of 1932 (apart from 
its brief flutter to 4 per cent in 1939), was raised rather 
as a gesture than as a direct deterrent. The increase to 
24 per cent was accompanied, moreover, by a change in 
the prewar convention governing the rate most relevant 
to the money market—the rate at which discount houses 
holding “discount accounts” at the Bank could secure 
loans against approved collateral. Formerly, these loans, 
for a minimum period of seven days, were charged at 
+ per cent over Bank rate ; but last November it was 
intimated that seven-day loans against Treasury bills 
would be charged 2 per cent (i.e., $ per cent under Bank 
rate). Bank tate as such was to apply not only to the 
discount of approved bills but also to seven-day loans 
against either commercial bills or short bonds. 


Much more significant, therefore, than the increase in 
Bank rate itself was the indication that the Bank’s rate 
for market loans was likely—for the first time since before 
the war—to become effective, in the sense that the market 
would from time to time be driven to seek such accom- 
modation. The operative change here was the funda- 
mental one of withdrawing the facilities, made available 
to the market since the early phase ofthe war, for secur- 
ing whatever finance it required by selling Treasury bills 
to the Bank’s agent, the “special buyer,” at the current 
(and in fact long-stabilised) level of market selling rates. 
The Bank indicated that in future the “ special buyer ” 


would operate only on official initiative, for strictly 


limited amounts, and at such rates as it deemed 
appropriate. 


In principle, this change at once restored the traditional 
situation in which rates for marginal supplies of money 
and market rates for bills (and, in less degree, the 
Treasury bill tender rate) were bound to fluctuate accord- 
ing to the degree of ease or stringency resulting from 
the ebb and flow of demand, and the official tactics from 
day to day. The resultant rise in rates, doubtless in- 
fluenced at the outset by consultation between the clear- 
ing banks and the authorities, was small ; as wil! be seen 
from the full tablé is Records and Statistics, it ranged 
from }-to $ per cént, ~ But.a flexibility of rates, within 
fairly narrow limits;.developed quickly. 

These measures alone would doubtless have exerted’ 
a considerable psychological effect. But, in the absence 
of other measures, the direct effects in restraining the 
growth of credit would have been geared simply to the 
level of rates (and the willingness of the authorities 0 
allow them to rise further), since the excessively liquid 
condition of the banks would have left them free to secure 
whatever additional cash they required by running down 
their bills or call-loans and thereby causing the central 
bank to supply funds to the market. The funding 
operation designed to cut away the surplus of these liquid 
assets, and thereby to make the banks immediately sefs- 
tive to the orthodox pressures, was, therefore, an int 
part of the plan: All holders of Treasury bills, tap as well 
as tender, were offered in exchange (for parcels with am 
average life mot exceeding 60 days) 17 per cent. Seri 
Funding Stocks of one, two or three years life offering 
redemption yields of 14 per cent, 14 per cent and 1; 
per cent respectively ; these were allotted in tranches 
£450 million, £200 million and £350 million respectively 
—an aggregate of £1,000 million, of which the clearing 
banks took half and a large part of the remainder wet? 
= the overseas holders. ing balances. eee onl 

ect was to. reduce the of the banks 
assets—cash, call money and bills—from 39 pet. coe 
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In the tradition 


Down the centuries, the art of the 
of things well done 


gold and silversmith has ranked 
among the finest in the world and 


“SE today it provides a valuable source of 
revenue from Overseas markets, where demand for this fine craftsmanship 
is heavy. Karachi, situated in the Sind Province, is famed for this kind 
of traditional work and, like so many centres of Eastern commerce, its 
industrial and domestic banking needs are served by the National Bank of 
India. For almost a century the National Bank of India has continued 
to further the interests of those concerned with Eastern trading and is, 
in consequence, well equipped to advise on any. such matters. Your 
enquiries will be welcomed at the Head Office of the Bank, or at any 
of its branches. 

NATIONAL BANK OF INDIA LIMITED 
Branches in: INDIA, PAKISTAN, CEYLON, BURMA, KENYA, TANGANYIKA, 
ZANZIBAR, UGANDA, ADEN AND SOMALILAND PROTECTORATE. 
Bankers to the Government in ADEN, KENYA COLONY, ZANZIBAR AND UGANDA, 


Head Office: 26, BISHOPSGATE, LONDON, E.C.2. 


THE NATIONAL 
BANK LIMITED 


ESTABLISHED 1835 


CAPITAL SUBSCRIBED £7,500,000 
CAPITAL PAID-UP £1,500,000 
RESERVE FUND £1,380,000 
DEPOSITS (31-12-51) £75,559,000 


A COMPLETE BANKING SERVICE. 

SPECIAL DEPARTMENTS FOR 

INCOME TAX AND EXECUTOR 
AND TRUSTEE BUSINESS 


The Bank has been a member of the London Bankers’ 
Clearing House for over three-quarters of a century. 


HEAD OFFICE: 13-17 OLD BROAD 
STREET, LONDON, E.C.2. 


snd 254 Branches and Sub-Offices in Great Britain and Ireland ~ 
AGENTS AND THROUGHOUT THE WORLD 
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THE 
STANDARD BANK 
of SOUTH AFRICA umrep 


Bankers in South Africa to the United Kingdom Government. Bankers to the 
Governments of Southern Rhodesia, Northern Rhodesia, Nyasaland and Tanganyika. 


Capital Authorised and Subscribed - £10,000,000 
Capital Paid-up - - - . -  £5,000,000 
Reserve Fund - - - - -  #£5,000,000 


10 CLEMENTS LANE, LOMBARD STREET and 
77 KING WILLIAM STREET, LONDON, €E.C.4 


LONDON WALL &Branch — 63 London Wall, €.C.2. 


WEST END Branch—9 Northumberiand Avenue, W.C.2. 


NEW YORK Agency — 67 Wall Street. 
HAMBURG Agency — Speersort, 6. 


BRANCHES THROUGHOUT THE UNION OF SOUTH AFRICA, 

SOUTH-WEST AFRICA, SOUTHERN AND NORTHERN 

RHODESIA, NYASALAND, KENYA, UGANDA, TANGANYIKA, 
ZANZIBAR AND PORTUGUESE EAST AFRICA. 


Banking Business of every description transacted 


at all Branches and Agencies. 


Trade with 


AUSTRALIA & 
NEW ZEALAND 


Over the past 85 years The Commercial Bank of 
Australia Ltd. has gathered a completely compre- 
hensive knowledge of economic and _ financial 


396 branches and 235 agencies provide up-to-date 
information. on the local outlook and offer facilities 
for every type of transaction with Australia and 
New Zealand. 


THE COMMERCIAL BANK 
OF AUSTRALIA LIMITED 


Incorporated wm Victorias 


Assets exceed Aust. £190,000,000 


MELBOURNE 
12 OLD JEWRY, E.C.2 
| London Manager: P. W. JACKSON 
} Asst. Manager: H. E. RICKMAN. Acct: L. F. ADES 


(Telephone MONarch 8747) 





conditions in these two great Dominions. 
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FACTS ABOUT AUSTRALIA 


Over 3,000,000 bales 


of wool exported yearly 





Australia is the world’s largest wool exporter 
and is one of the chief primary producing 
countries of the world. Her secondary industries 
are growing in importance and are well repre- 
sented in her exports. The Bank of New South 
Wales welcomes enquiries about trade and 
business opportunities and the establishment of 


new enterprises in Australia and New Zealand. 


Ask your bankers to consult— 


BANK OF 
NEW SOUTH WALES 


ESTABLISHED i8i7 HEAD OFFICE, SYDNEY, AUSTRALIA 


LONDON OFFICES: 29 Threadneedie Street, E.C.2, 
and 47 Berkeley Square, W.!. 


FIRST and LARGEST COMMERCIAL BANK in the SOUTH-WEST PACIFIC 


{INCORPORATED IN NEW SOUTH WALES WITH LIMITED LIABILITY) 








——— 


GB5202 


CREDIT 
LYONNAIS 


Limited Liability Company Incorporated in France 


OFFICE. 40, LOMBARD ST., E.C.3 
WEST END BRANCH 
CHARLES II STREET, HAYMARKET, S.W.1 
Private Safes for rental at this Office 


TRAVELLERS’ CHEQUES ISSUED IN FRENCH FRANCS 

PAYABLE BY ALL BRANCHES AND CORRESPONDENTS OF 

THE BANK IN ANY COUNTRY OF THE EUROPEAN PAYMENTS 
UNTON. 


OVER 1,300 BRANCHES IN FRANCE 


Also in ALGERIA, BELGIUM, CAMEROONS. CHAD TERRITORY, 

DAHOMEY, EGYPT, FRENCH GUINEA, FRENCH SUDAN, IVORY 

COAST, LUXEMBURG, MIDDLE CONGO, MONACO, MOROCCO, 

OUBANGUT- CHARI, SARRE, SENEGAL, SPAIN, SWITZERLAND, 
TOGOL AND, TUNISIA. 


Representative in Frankfort on Main 


SUBSIDIARY IN BRAZIL: 


ANCO FRANCES E BRASILEIRO S.A 
PORTO ALEGRE RIO.DE JANEIRO. SANTOS AND SAO PAULO. 


SUBSIDIARY IN LEBANON : 
BANQUE G. TRAD (CREDIT.LYONNAIS) S. A. L. BEIRUT 


SUBSIDIARY IN PORTUGAL : 
CREDIT FRANCO-PORTWGAIS, LISBON AND OPORTO 


EVERY CLASS OF BANKING BUSINESS 
THROUGHOUT THE WORLD 
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HONGKONG AND SHANGHAI 
BANKING CORPORAT! 10K 


(Incorporated in the Colony of Hong Kong) 
The Ldsbility of Members ts limited to the extent and In manner preserit~; 
No, 6 of 1029 of the Colony. 


Capital Issued & Fully Paid Up $20,000,000 
Reserve Funds Sterling .-  .. £6,009,000 
Reserve Liability of Members ... $20.00 0,000 


Head Office: HONG KONG 


CHAIRMAN & CHIEF MANAGER: HON. SIR ARTHUR MOR:: cae 
London Office: 9, GRACECHURCH STREET, £.c3 









London Managers: 6. A. Gray, MLO. A.M. Duncan Wallace, H. A. Mab-), ong if 
BRANCHES : u 
BURMA DIAWA (JAVA) JAPAN NTH, | TBO 
Diakarta Kobe Brunei Towa e! 
CEYLON Surabaja Osaka Jeaselt 
Colombo , Tokyo Kuala Helait 
EUROPE Yokohama Sandakan 






Tawau 


*Canton Cameron PHILIPPINES 
*Chefoo HONG KONG Highlands Iloilo 
Dairen Bf K poh Manila 


*Hankow Mongkok Kuala Lumpur SsiIAM 
Malacca e Bangkok 

























anking y UTD. KINGDOM 

*Peki Calcutta Singapore London ft 
8 Singapore b 
*Swatow INDO-CHINA (Orchard Rd.) U.S 
*Tientsin Haiphong Patani New Y $] 
*Tsingtao Saigon Teluk Anson San Fra: otal 


* Branches at present not operating 





BANKING BUSINESS OF EVERY KIND TRANSACTED 
A comprehensive service as ae ee and Executors is also undertaken by 
——— in 


Bank’s Trustee C 
HONG KONG LONDON SINGAPORE 





BRITISH “AND FRENCH BANK 
(FOR canes INDUSTRY) 





Capital : £1,000,000.. ubscrib 
IMRIE HOUSE, 33-36, AQNG> WILLIAM ‘STREET, M 
LONDON, E.C.4. é 


Telephone : MANSION HOUSE 5678. 
BRANCH AT LAGOS, NIGERIA. 


* 
A MEMBER OF THE B.N.C.I. GROUP. 
BANQUE NATIONALE POUR LE COMMERCE £1 
L’INDUSTRIE. 
BANQUE NATIONALE POUR LE COMMERCE £1 
L’INDUSTRIE (AFRIQUE). 
CREDIT FONCIER DE MADAGASCAR ET DE |A 
REUNION 


























CREDIT D’ORIENT, CAIRO. 
BANCO DEL ATLANTICO, MEXICO D-F. 
BANQUE POUR LE COMMERCE INTERNATIONAL 
 ‘$.A., BASLE. 
3 ° 
| The Bank its Associated Banks offers banking facilities (°-oushovt 


Metropolitan unisia, Morocco, Tangier, S/T 
Lebanon, French Wr ee Africa, Madagascar -Eeyot. Mexico, 
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gross deposits to 32 per cent, and to raise the proportion 
of “risk assets "investments and advances—from 55.7 
per cent to 64.0 per cent. The position was thus brought 
sufficicntly near to the conventional limits of tightness 
to make the banks feel that they ought to finance any 
additions to their advances at least in part by sales of 


investments. 


Not content with these rapid moves towards a 
re-est2blishment of orthodox control, the authorities 
resorted also to exhortation. They urged the banks to 
toughen their advances policy and also to raise their 
advances rates—even though a revision begun in the 
summer to meet rising expenses was still incomplete, 
and despite the fact that the rise in bill rates was scarcely 
large enough to justify, by traditional rules, any further 
increase in loan charges. The banks responded by the 
unusual step of making a concerted announcement, at 
end-November, that bank credit would become both 
more difficult to obtain and more expensive. Their 
deposit rates had been raised forthwith, by } per cent, to 


¢ per cent. 


The gilt-edged market, moderately resistant at first, 
took fright as the measures unfolded ; it had to face heavy 
selling, partly from the banks, and was apprehensive of 
further selling both from them and from would-be 
borrowers disappointed by the banks. Industrials suffered 
similarly, partly through adjustment to the new interest 
basis and partly through actual and apprehended pressure 
of new issues, especially for the funding of bank advances. 
The steepness,of the decline is shown in the accompany- 
ing table. In gilt-edged, the worst phase occurred in 
early December ; at this stage, but at that alone, the 
authorities gave substantial support. One or two of the 
biggest discount houses also absorbed large lines of short 
bonds offered by the banks. 


Thereafter, the City generally settled down in the new 
conditions ; the banks were levering up their advances 
rates moderately, were scrutinising all new requests with 
great care, and were also. seeking repayments in some 
instances. But this progresseof the new policy, which 
by February had stabilised the level. of advances to the 
private sector of the economy, did not seem to be throw- 
ing additional presstre wpon the markets, and they 
gradually recovered their nerve.. At this stage, indeed, 
it was being said that the authorities obviously wanted 
to avoid any violent rise in interest rates, partly for fear 
of political criticism of the resultant money cost to the 
Treasury. In the City, many wishful thinkers, hard hit 
by the first rise, were arguing that any further risé would 
be pointless. More thoughtful observers were beginning 
| t0 wonder whether the authorities were, after all, half- 

hearted in their pursuit of orthodoxy. 


These doubts were set at rest on budget day, when 
Bank rate was unexpectedly raised by the “ crisis ” step 
of 1} per cent, to 4 per cent, and the new special rate for 
seven-day loans against Treasury bills was raised corres- 
pondingly, to 33 per cent. The banks responded forth- 
with by raising their deposit allowances and their 
minimum rate for short loans to the money market against 
Treasury bills from 3 per cent to 2 per cent, with the 
resuit that the Treasury bill allotment rate rose first by 
nearly 1 §/16 per cent to-2 §/16 per cent, and then to 
2« per cent. The impact upon medium and long gilt- 
| Cdged stocks was moderate and upon short bonds violent 

—because the banks at first raised their charges for 


‘money market loans against bond collateral by no less 


“ 
a 
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than ‘1 per cent, to 23 per cent.. But, out of considera- 
tion for the difficulties of the discount market, they 


quickly dropped this rate to 2} per cent, and thereby 
stimulated a smart rally in gilt-edged. 


After a short interval, the recovery in the mediums and 


longs was resumed, on the argument that the second ' 


move in monetary policy, unlike the first, ought not to 
put pressure on gilt-edged since it was not accompanied 
by any intensified pressure upon bank liquidity. On the 
contrary, seasonal factors and the narrowing of the 
external deficit were expanding Treasury borrowings and 
therefore augmenting the banks’ liquid assets— a process 
that was accentuated at end-April, when the £150 million 
of Electricity stock was placed on terms that obliged the 
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1951 | 1952 1952 1952 








% N.W.B., 51/53-........ 100% | 100% | 1008 | 100% | 998 | 995 
14% Ser. Fund, Nov."52...{ ... | 100. | 100° | O92 | «(OSR 
14°, Ser. Fund, Noy. ’53 994 | 99} 99% | 98% 8% 
19% Ser. Fund, Nov 9% | 9 8H | 9h | 6y 
% N.W.B., 54/56......... [102% | 994 | 33 99 7% | 6h 
23% Exch., Feb. 55 ....... } 101g | 998 | ot 97§ 97 
3% Sav. Bds., 55/65 ....... 5% 9 | 90% 93 | 91a 884 
24% Funding, 56/61 ....... 6 au 2h | oat 93% | 89} 
3% Funding, 66/68 ........ 924 87 88} 868 864 84.2 
4% Funding 60-90........ 103% | 98% | 978 974 95 
3% Sav. Bds., 65/75 ....... 88 | 83 i 81 + 82 804 
3% Brit: Elec, 74/77 ...... sa | 82 sat | oe af 794 
3% Brit. Trans., 78/88 ..... | 624 | 16 71h 7 oe | 743 
54% Steel Stk., 79/81 ...... | O44 | 87 87 | Bim | 87 853 
3% Brit. Gas, 90/95 ..:..,. | 81f | 75, 763 75} 16% 73# 
34% War Ln., 52 or after .. {| 85 | 7 | 80 | -78 78 74 
ae Codetle eos ives } ca sot ene con ot ore 
% Tréas. Stk., °75 or after 62 58} 598 | 58% 58} 55% 


- authorities to take up at least two-thirds themselves. By 


the date of the May make-up, these tendencies had 
restored the liquidity ratio to 32.9 per cent (compared 
with the low point of 31.6 per cent reached in April), 
despite the simultaneous steep decline in supplies of com- 
mercial bills. By the same date, the repayments of 
electricity advances (raised to over {£121 million at end- 
March) had reduced the “ risk assets” ratio to 64.8 per 
cent compared with 66.0 per cent at the peak and §5.7 
per cent last October. 

Given the Treasury’s continuing need for domestic 
finance, this easing of the pattern of banking ratios can- 
not be corrected unless the authorities resort to funding 
loans or to determined sales of stock from departmertal 
holdings. The gilt-edged market’s belated recognition 
of this played a part in provoking last month’s sharp 
break, when disappointing trade figures, the continuing 
deficit at EPU, and a relapse of sterling combined to 
demonstrate that the toughness of monetary policy would 
have to be at least maintained. This conclusion was in 
sharp contrast to the comfortable assumption widely 
made after the second increase in Bank rate—that the 
“next move would be downwards.” Happily, there is 
no sign yet that the rigour of banking scrutiny of advances 
is easing+—though it is noteworthy that the authorities 
recently deemed it necessary to reinforce new controls 
of hire purchase (requiring minimum down payments 
and maximum terms) by a “request” to the banks to 
reduce lendings for hire-purchase finance by 10 per cent 
by end-September. Meanwhile, the process of levering 
up rates for advances continues. The charge for the 
government-guaranteed advances to the nationalised 
boards is now 4 cent (compared with 2 per cent 
twelve months ago) ; for high-grade industrial borrowers 
it is 44 per cent ; and for other borrowers it is 5 per cent 
—or more. 
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Bank Profits Under Presse 


M UCH of the dust that was thrown up by last 
November’s misunderstandings and misstatements 
about bank profits has now subsided. Some of those who 
greatly exaggerated the improvement in the banks’ 
net revenues that would follow from the rise in Bank 
rate have now retracted, or, at least, have publicly 
recognised how heavily the accompanying fall in gilt- 
edged prices must have impinged upon inner reserves. 
The object of this article is not to track over this well- 
trodden ground, but to examine the banks’ earnings 
problem in long term perspective and to explain why it 
seems inevitable that the upward trend of bank charges 
has still to reach its peak. 


The banks faced a considerable earnings problem even 
in the early postwar years. At that time a Central difficulty 
was that the expansion in deposits-that had taken place 
since the 1930s had not been accompanied by an equiva- 
lent increase in the main earning assets. A high proportion 
of the new deposits was absorbed by borrowings by the 
Government, at rates then held down at around one-half 
of one per cent. In 1947 cash, money at call, Treasury 
deposit receipts and bills discounted absorbed well over 
one-half of the total deposits of the London clearing 
banks; in 1949 the proportion was still only a little less 
than one-half, and not until the funding of Treasury bills 
last November did it fall to its conventional prewar level 
of about one-third. With investments at about the same 
proportion of deposits as in prewar years, the proportion 
accounted for by advances, the most profitable earning 
asset was necessarily small for a time of boom. On 
the other side of the balance sheet, a large part of the 
new deposits was held in current accounts, which rose 
to two-thirds of total deposits, against rather more 
than one-half in prewar years ; this meant that the banks 
had smaller outgoings on the interest allowed on credit 
balances, but it also caused an enlarged demand for 
cheque services, which grew ever more costly to provide. 


Even before last November the pattern of this problem 
was being changed, chiefly because of the rise in 
advances. From less than one-fifth of total deposits in 
1947, the proportion of advances has risen to approaching 
one-third, the average for the London clearing banks for 
1951 being nearly 30 per cent. Then, following the 
funding of Treasury bills in November, investments 
rose from about one-quarter of total assets, at which 
level they had stood throughout the postwar years, to 
nearly one-third. Money market assets also became more 
remunerative following the rise in short money rates. 
As an offset to these increases in revenue, of course, the 
banks are now paying 2 per cent on deposit accounts, 
compared with } per cent before November. 


These changes have radically altered the shape, if not 
the size, of the banks’ earnings problem. It is true that, 
measured against the national income as well as in terms 
of bank balance sheet ratios, advances have still some 
way to go before they reach their relative prewar size, 
but the indications are that the road will not be followed 
to the end ; certainly the expansion in advances in the 
near future is likely to be less than in the recent past. 
In these circumstances the picture is no longer likely to 
be one of a yearly rise in operating costs that is offset, 
in greater or less degree, by a yearly rise in the volume of 


* THE ECONOMIST, June 7,195) 


earning assets. Emphasis has shifted instead, agains , 
background of higher and more flexible rates py 
probably also of more stable balance sheet totals, to the 
traditional problem of earning a sufficient margin 
between the interest allowed on deposits and thy 
received on assets. And it seems likely, for a number of 
reasons, that the rates differential will need not only tp 
be wider than in prewar years, but also to be supported 
by increased service charges. 


One reason for this is, of course, tha: banking 
resources are swollen to nearly three times the prewar 
level, and earnings must therefore help to provide for 
wide fluctuations in the value of risk assets. Losses from 
bad debts can no longer be expected to be so unusually 
modest as n the expansive period of the early postwa 
years, and the course of investment prices has for long 
added to the anxieties of bank managements. An average 
fall of 1 per cent in the market price of the clearing 
banks’ investments would now lead to a draft of not 
much less than {£20 million on inner reserves ; aggre- 
gate book losses last year must have run into some 
tens of millions of pounds. It is true that the big clearing 
banks’ investments are all in dated securities, with short- 
term stocks predominating, so that substantial recoveries 
may be expected as maturity dates are reached. Mean- 
while, however, investments have to be written down to 
market values or lower for balance sheet purposes, and 
with a stable level of deposits, there is always the danger 
that liquidity ratios will have to be reinforced by sales of 
these investments at a loss. 


Another reason why earnings need to be continuously 
strengthened is the relentless upward pressure on costs. 
It may be that ex iture on the restoration of wat 


damaged buildings has passed its , but the same can- 
not be said about day-to-day seuss for stationery, 
premises, heating and lighting, transport, telephones, 
mechanised equipment, publicity, and so on. More 
important still, the new scalés recently introduced 
by all the principal English banks (which generally 
provide a much better standard of remuneration for 
younger employees, but have left many “over scale” 
men with only a trifling increase in total remuneration) 
are clearly not the last chapter in the long tale of neces 
sary salary increases. In addition, pension costs continue . 
to rise, and outlay on staff training, for senior men % 
well as new entrants, is still increasing. 


Finally, certain miscellaneous sources of bank revenue 
have been diminishing for somé time. In the carly wat 
years the banks’ share in commissions on stock exchange 
transactions was reduced from one-half to one-third—for 
executor and trustee business, it fell to one-quartet— 
while the volume of stock exchange activity, and business 
in new capital issues, have not recovered their relative 
prewar importance. Some formas of overseas business 
especially dealings in foreign currencies, have also 00 

ided revenue at the prewar level, and exchange CoP 
trol has added to the burden—and cost—of providilg 
these services. 


It is not ising, in these circumstances, that the 
banks initiated a rise in advances’ rates even before © 
change in monetary policy, and that they have since 
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to establish a wider margin between charges and deposit 
rates than obtained during the years of cheap money. 
The rate allowed on deposits is now at a maximum of 
2 per cent for 21 days’ notice, or 2 per cent below Bank 
rate; previously the maximum was 14 per cent below 
Bank rate and shorter notice was required. In addition, 
the banks have avoided any restoration of the allowances 
on credit balances on current account that were often 
offered before the war, especially outside London. 
Again, there have been instances of charges for advances 
at “ one-and-a-half over Bank ratey—minimum 5 per 
cent,” or even higher, for customers who in prewar years 
would have borrowed at only one per cent over Bank 
rate. Even for borrowings by nationalised undertakings 
with a government guarantee, the rate has risen from 
2 per cent last year to 4 per cent now ; for ordinary 
commercial borrowers rates are necessarily higher, and 
for private individuals higher still. 

The banks have sought to increase their revenue from 
service charges both by raising old rates and imposing 
new ones. From mid-1950, for example, the two 
largest banks introduced a scale of charges, applied on 
an inter-bank basis, for agency work on behalf of other 
banks ; for many years previously the principal banks 
had acted for customers “of the other banks without 
charge. During the past year the banks have applied 
charges for specific services such as night safe facilities, 
and one, at least, has levied a fee for items held in safe 
custody. Far more important, however, is the bread- 
and-butter charge for working an account. This is 
assessed in various ways. It may be in the form of a 
“free” cleared balance regularly held, or of a charge 
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on debit turnover, or simply of a sum assessed on the 
work caused by the account ; or these methods of charg- 
ing may be combined. Where the charge is levied on 
turnover, it seems probable that the range is from the 
long-established 2s. 6d. per cent of turnover for 
comparatively small private accounts, to rates of a few 
pence per cent for large business undertakings, with 
possibly a point about midway (say, 1s. 6d. per cent) for 
medium-sized commercial accounts. Turnover charges 
of this kind are being applied more widely, particularly 
in London, whereas before the war they were confined, 
more or less, to provincial banking. 


In contrast to these changes, one claim on banking 
profits has been stable: dividends to shareholders have 
shown no change for the past twenty years, following 
slight reductions for four out of the five large banks 
in the early "thirties. Since then published reserve funds 
have been enlarged, and are now generally about as 
large as paid-up capital, but with the growth of deposits 
the banks’ own funds represent a far smaller proportion 
of banking resources. At the end of 1938 paid-up 
capital and published reserves tegether accounted for 
over 6} per cent of net deposits of the London clearing 
banks, by 1945 the percentage was just half the pre- 
war figure and by 1951 it had fallen to about 24. If the 
banks, in view of these declining ratios, should some day 
seek to raise new capital on the market, the ordinary 
shareholder may have to be given a little more jam on- 
his bread ; but unless this happens—and the contingency 
still seems a remote one—the trend of costs and earnings, 
and of the strain upon reserves, suggests that the share- 
holder might be unwise to harbour hopes. 
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| ORGANISATION OF THE 


ANGLO-IRANIAN OIL COMPANY GROUP 


(INCLUDING JOINT INTERESTS). 
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PRINCIPAL ALLIED AND SUBSIDIARY COMPANIES OF ANGLO-IRANIAN OIL, COMPANY GROUP 


BP (Aden) Limited 

BP (Aegean) Limited. 

BP (Australia) Limited, 

BP (india) Limited. 

BP (Pakistan) Limited. 

BP of Greece Limited. 

Basrah Petroleum Company Limited. 
Britannic Estates, Limited. 

British Petroleum Chemicals Limited. 
British Tanker Company, Limited. 
Candies, Limited. 

Consolidated Refineries Limited. 
D’Arcy Exploration Company, Limited. 
D’Arcy Kuwait Company Limited. 





AUSTRALIA — Australasian Petroleum 
* Company Proprietary Limited. 
The Commonwealth Oil Re- 
fineries, Limited. 
Island Exploration Co. Pty. 
Limited. 
MALTA—BP Malta, Limited. 





ALGERIA—Société des Huiles de Pétrole 
BP D’Algérie S.A. 


ene see Benzin und Petroleum 


BELGIUM—-BP Belgium S.A. 
Anglo-Belge des Pétroles S.A. 
Société Industrielle Belge des 
Pétroles, S.A. 


DENMARK—BP Olie-Kompagniet A/S. 


NEW 


Incorporated in United Kingdom 
Forth Chemicals Limited. 
Irano Products Limited. 
Iraq Petroleum Company, Limited. 
Kent Oil Refinery Limited. 
Kermanshah Petroleum Company Limited. 
Khanagin Oil Company, Limited. 
Kuwait Oil Company Limited. 
Lubricants. Producers Limited. 
Maritime Refineries Limited. 
Mosul Petroleum Company Limited. 
National Oil Refineries, Limited. 
Scottish Oils, Limited. 
Scottish Oils and Shell-Mex Limited. 
Shell-Mex and B.P., Limited. 


Incorporated in British Commonwealth 
ZEALAND — The British 
Petroleum Com capeny of New 
Zealand, Limi 

The British Petroleum Company 
of New Zealand (South West 
Pacefics, Limited. 


Incorporated in Foreign Countries 
EGYPT — ee Egyptian Oilfields, 


Li 
FRANCE-—Société Générale des Huiles 


FRENCH WESi AFRICA—Société des 
Pétroles BP D’Afrique Occi- 
dentale. 

Rae Benzin-und Petroleum- 

m. 
HOLLAND — Benzine en Petroleum 


Handel-Maatschappij, N.V. - 


The Consolidated Pe 





The Associated Ethyl Company, Limited 

troleum Company 
Limited 

The First Exploitation Company, Limi: 

The Lociens Tanker Company Limited. 

The Tanker 
Limited. eH 

Trinidad Northern Areas Limited. 


Sales in India and Pakistan are made throus) 
Burmah-Shell Oil enxet & Distributing 
Co. of India Limited 
Burmah-Shell Oil Storage & Distributing 
Co. of Pakistan Limited. 


Insurance  Compeny, 


NIGERIA—The Shell-D'Arcy Petroleum 


fo4-- mag Co., of Nigc 


ICELAND—BP A Islandi Hlutafelaz 
ITALY Britannica Petroli s.p.A. Indus- 
tria Raffinazione Olii Minera 
—Société des Huiles de 
-... Pétrole BP du Maroc S.A. 
NORWA poe Braendselolje A S 
BP Olieaktiebo':£. 
BP Benzin uw Petro- 


AG Huiles de Péirole 
S.A. 
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ANGLO-IRANIAN OIL COMPANY | 


ACCOUNTS REFLECT ABNORMAL TRADING CONDITIONS 


} 


NEW MIDDLE EAST AGREEMENTS 


INCREASED SUPPLIES FROM OTHER SOURCES OFFSET IRANIAN CESSATION 
SIR WILLIAM FRASER’S STATEMENT 


The forty-third annual general meeting of 
the Anglo-Iranian Oil Company, Lamited, 
will be held on June 26th at Britannic House, 
Finsbury Circus, London, E.C. 


The ‘ollowing is the statement to stock- 
holders by the chairman, Sir William Fraser, 
CBE. which has been circulated with the 
report and accounts for the year ended 
December 31, 1951:— 

As the presentation of our annual report 
and accounts had to be postponed last year 
owing to the course of events in Iran, only 
six months have elapsed since my last state- 
ment you. 


BALANCE SHEET AND PROFIT AND LOSS 
ACCOUNT 

The accounts for 1951 have been prepared 
in the same form and on the same basis as 
those for 1950, but figures in fespect of 
curren! ssets and liabilities in Iram have 
had 10 be estimated to a considerable extent. 
It should be borne im mind that during the 


second half of the period covered by these - 


accounts trading conditions were abnormal. 

The consolidated trading profit is 

{47,694,933, which compares with last 
year’s profit of £81,300,622 and is.after pro- 
vision of {23,682,949 for depreciation on 
fixed assets, oil exploration interests and 
survey repairs of tankers. correspond- 
ing provision in 1950 was £34,195,372. 
; The oe trading profit of £71,377,882 
cfore making the above provision, compared 
with {115,495,994 last Teas, i from 
all of the widespread activities in which the 
company is interested. 

Royalty payable to the Iranian Govern- 
ment for 195] under the 1933..Cenventien 
amounts to £38,326;446, An amount of 
£9,500,000 has been placed to special > 
ungencies account, which has been trea 
as allowable for United Kingdom taxation 


purposes. This account now stands 
£49,987,440, : 2 


The item land, oil wells, pipe lines, re- 
fineries, tank installations and buildings in 
the consolidated balance sheet shows an 
uctease of £8,534,047° compared with last 
year. this is largely due to expenditure on 
cur retineries in this country, 


cue ol, prodaeas tad ene ae 

€ oil, products, tach in- 
Crease d by £6,682,499. This ieee de 
es udstantial rise in t e and in the 
‘eight content of the value of these stocks. 
z The item creditors, accrued and 
‘urrent taxation has increased b 7,592 
maanity owing to increased li ty 0 UK 
taxation on the record profits of 1950. It 
: « noted that the forward estimate for 
~~ laxation based on 1951 profits is 
£20,3 8,286, about half the correspondi 
igure for the previous year. Of ae al 
;,, «101,621,069, taxation liabilities account 
' <pproximately £54 million. 


(ct providing for taxation on 


ond 1 oe’: the amount available for reserves 


a ; dividends is £24,233 compared : 

33 102,572 for 1950. Your directors have 
allocated, £1 million, to preference stock 
reserve, bringing the total to million, a1 

have placed £16 million to cae resent, 
which new stands at 1 million. . yee 
have recommended a Pa dividend of 25 


per cent, less income tax, on the ordinary 
stock, making 30 per cent for the year. - 

Depreciation provided and amounts 
written off, as shown in the profit and loss 
account, added to the above allocation to 
reserves total £40,682,949. 


The total capital expenditure of the gr 
in 1951 was approximately £46,800,000. 


Of this expenditure some £8 million was 
on account of our tanker fleet. The written 
down value of the fleet in service at Decem- 
ber 31, 1951, was £5 14s. Od. per dead- 
weight ton, and the average age per dead- 
weight ton of the vessels was just under nine 
years. While the cost per deadweight ton 
of building tankers varies according to the 
size of the vessel, an average figure is now 
of the order of £60. ° 


THE COMPANY’S INTERESTS IN TRAN 


In my statement to you last November I 
described the course of events which had so 
—_ injured the company’s interests in 

rari. 


As then explained, the British Government 
had instituted proceedings in May, 1951, 
before the International Court of Justice at 
The Hague, on the ground that the company, 
a British national, had been treated in a 
manner not in accordance with the principles 
of international law, and that there existed a 
dispute between the two Governments. 


Later, in response to a request from the 
British Government, the made an 
order indicating certain provisional measures 
which would apply pending the Court’s final 
decision in the ings already insti- 
tuted. While the British Government at 
once undertook to comply with these 
measures, the Iranian vernment an- 


* nounced that it regarded the Order as invalid. 


At the end of September the former sub- 
mitted the fig to the Security Council of 
the United Nations, requesting the Council 
to call upon the Iranian Government to 
comply with the terms of the order, 


The Iranian Government had disputed the 
jurisdiction of the International Court to deal 
with the case, and at the hearings before the 
Security Council similarly refused to recog- 
nise the council’s competence. It will be 
recalled that the Security Council adjourned 
its debate until the International Court had 
ruled upon its own competence in the matter. 


In October, 1951, the British Government 
submitted to ee Court docu- 


February, 1952, the Iranian Government 
filed with the Court a eee obser- 
Seeomesion’ Hemowing dou Weatios of bees: 
jurisdiction. i + receipt »seI~ 
vations and submissions from the British 
Government in regard to’ the Iranian 
Government the Court announced 
that the oral public hearings on the question 
of the Court’s jurisdiction in the dispute 
would. commence on May 6th ; subsequently 

these hearings until 


Fame 3 : from the 
peas in response to a request 
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Towards the end of last year the. Inter- 
national Bank for Reconstruction and 


Iranian Governments and offered its good 
offices to assist m the settlement of the 
differences between them, both being mem- 
bers of the International Bank. In so doing 
the bank stated that it would avoid passing 
j on the merits of the controversy, 
and would be prepared to act only upon the 
invitation of both Iran and the United 
Kingdom. ‘The two Governments accepted 
the bank’s offer. 


Subject to the agreement of the parties, 
the bank intended, in its role as a neutral and 
impartial institution, to set up for a limited 
period of time-a temporary management for 
the operation of the oil properties which 
would be responsible to the bank; there was, 
however, no intention of the bank engaging 
in oil operations permanently or as a business 
venture. The aim would be to achieve agree- 
ment on a témporary arrangement (covering 
a period of two years or less) whereby effi- 
cient large-scale operations in South Iran 
might be restored, in the interests of Iran, 
the United Kingdom, and the bank’s members 
as a whole, and in the hope of creating an 
atmosphere suitable for the negotiation of a 
final settlement. 


Letters outlining this position, together 
with the bank’s understanding of the main 
points on which an agreement could be based, 
were addressed by the bank to both Govern- 
ments at the end of December, and it was 
made very clear that no steps would be taken 
which would compromise the legal rights of 
the parties. It was envisaged in the bank’s 
proposals that the company would enter into 
an agreement with the bank to purchase oil 
on terms satisfactory to the parties, and that 
part of the proceeds of sale would be held 
by the bank, pending final settlement. 


After a preliminary visit to Iran by repre- 
sentatives of the bank, a mission led by Mr 
R. L. Garner, vice-president of the bank, in 
February, 1952, visited first Tehran and then 
London for discussions with the Iranian and 
British Governments respectively. Repre- 
sentatives of the company were consulted by 
the bank on this and other occasions and 
readily supplied all such information as was 
requested. There followed a further phase 
of discussions in Tehran im March, 1952, 
after which a joint communiqué was issued 
by the Iranian Government and the Inter- 
national Bank indicating that no agreement 
had been reached on several important points. 


The bank later published a detailed review 
of the negotiations, in which it was explained 
that the main unresolved issues were con- 
cerned with the status of the bank during the 
period of its operations in Iran, with the 


employment the bank of British techni- 
cians and thirdly, with the price at which oil 


might be sold by the bank. 


The Iranian Government had proposed 
that the bank should state that it was acting 
for Iran’s account but, in its position as a 
neutral intermediary, the bank could not 
agree to any wording which could be con- 
strued as an acceptance by the bank of the 

position of one member and as a denial 
of the legal position of another. As regards 
technicians, the Iranian Government would 
not agree to the emp t of British sub- 
jects, while the British Government could not 
accept discrimination against British nationals 
as such. In this connection the bank ex- 
plained that the advice of the bank’s oil con- 
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sultant and other leaders in the oil industry 
had been that under existing conditions the 
necessary qualified technicians would not be 
forthcoming for temporary operations, and 
that it would be necessary to draw on some 
of the company’s personnel to form the 
integrated organisation that would be needed 
to attain large-scale production within two 
years. The bank also felt it would be incon- 
sistent with the bank’s international character 
to agree to exclude the nationals of any one 
member from an operation to be undertaken 
by the bank. 


In the absence of agreement on these 
points, it will be realised that a basis for the 
operation of the industry did not exist. 


In additidn, as the bank statement ex- 
plained, the question of prices at which oil 
would be purchased by the company was 
explored with the Iranian Government and 
no conclusion was reached. The bank finally 
stated that it had informed both the Iranian 
and British Governments that it stood ready, 
as in the past, to assist in working out any 
practicable suggestion offering a reasonable 
prospect of success. 


MIDDLE EAST AGREEMENTS 


Since I last addressed you, new agree- 
ments have been negotiated affecting the 
company’s principal interests in the Middle 
East other than Iran. 


Discussions between the Iraq Govern- 
ment and the Iraq Petroleum Company con- 
ducted during 1951 resulted in the signature 
by both parties on February 3, 1952, of a 
supplementary convention whereby ‘profits 
from the operations within Iraq will be 
shared equally with the Iraq Government. 
This should provide Iraq with a large future 
revenue and the government has announced 
its intention of devoting the greater part 
thereof to plans for raising national living 
standards. The new agreement contains pro- 
visions to assist in the supply of cheap oil 
products within Iraq and to accelerate the 
progressive increase in the proportion of 
Iraqis employed in the industry. The agree- 
ment, after ratification by the Iraq Parlia- 
ment, and the Royal Assent, is now in force. 


In December last an agreement was con- 
cluded between the Iraq Government and 
our two wholly owned subsidiaries in Iraq, 
the Khanagin and Rafidain Oil Companies, 
which has since received ratification and the 
Royal Assent. The Khanagin Oil Company 
has hitherto produced and refined oil for 
internal consumption, the oil being marketed 
by the Rafidain Oil Company. By the new 
agreement our refinery plant at Alwand and 
internal oil distribution facilities have been 
sold to the Iraq Government, on whose 
behalf the Khanagin Oil Company will 
operate the refinery and, until 1961, act as 
sole distribution agent. The Khanagin Oil 
Company will continue its production and 
exploration activities in north east Iraq, and 
there will be am equal sharing between the 
government and the company of the profits 
arising in Iraq from export operations should 
sufficient oil be found. 


A revision of the Kuwait Oil Company’s 
concession agreement of 1934 has also been 
concluded. The Ruler of Kuwait will hence- 
forth receive half the profits. arising from 
the company’s operations in Kuwait, which 
will assure him greatly increased revenues. 
The agreement thus follows what is now the 
pattern generally accepted for oil concession 
agreements in the Middle East. As a 
counterpart the concessionaires have re- 
ceived an extension of tenure of 17 years, 
making its duration 92 years from 1934, and 
a settlement has been reached regarding the 
seaward boundary of the concession area 
which was. previously in doubt. These 
changes took effect November 30th 
last. They have been accompanied by cor- 
porate changes in the structure of the con- 
cessionaire company... Our one-half interest 


in the concession has been assi 
AIOC subsidiary, the D’Arcy K Com- 
pany, Limited; the Kuwait Oil Company, 
which we own equally with our American 
associates, continues to act as the operating 
company. e 


to a new 


PRODUCTION AND EXPLORATION 


Operations in the oilfields of Iran con- 
tinued normally until June, 1951, except for 
a slight interruption due to a strike in A 
In June production was cut back in 
July was shut in gras ot had ceased and 
storage was full. ction .amounted to 
16,177,000 tons up to that time, about 
equivalent to the 1950 production rate. The 
only serious oilwell fire that we have experi- 
enced in 40 years occurred in May, 1951, 
when a large gas well at Naft Safid field 
caught fire. It was successfully ca after 
six weeks of tireless efforts by the British and 
Iranian staff under the guidance of an oil- 
well fire-fighting expert. 


Turning to the crude oil at our disposal 
in 1951 outside Iran, we obtained from 
Kuwait 13,287,000 tons, nearly double the 
previous year’s figure. At present our off- 
take from Kuwait is approaching the rate of 
20 million tons per annum. The field has 
proved fully able to sustain the increase 
involved and further drilling has proved a 
significant northerly extension of the 
structure.- 


Our share of the Iraq Petroleum Com- 
pany’s production was 2,316,000 tons com- 
pared with 1,681,000 tons in 1950. Develop- 
ment drilling in Kirkuk by that company 
continued in preparation for the greatly in- 
creased offtake made possible by the com- 
missioning in April this year of its new 
30-inch pipeline to the Mediterranean. 
During the current year our share of this 
production is expected to be about 4 
— tons, and about 5,500,000 tons in 


The Mosul Petroleum Company has pro- 
ceeded with development drilling in north- 
western Iraq and it is hoped this company 
vies commence éxport at the beginning of 


In southern Iraq the Basrah Petroleum 
Company’s production plant and pipeline 
to the shipping terminal at Fao have been 
completed and the first exports were made 
in December. The: initial rate of produc- 
tion, in which we have a 233 per cent 
interest, is 2,200,000 tons a year, but a 
substantial increase is pl 

Our wholly owned subsidiary, the 
Khanagin Oil Company, produced 437,000 
tons from the Naft Khanch field, against 
384,000 in 1950. Drilling at Chiah Sourkh 
continued and a test to deeper levels is neces- 
sary before the value of this field is 
established. 


_ Qatar also showed an increase in produc- 
tion ; our share was 592,000 tons, compared 
with 380,000 in 1950, and this year is 
expected to be over 700,000 tons. This field 
yields crude oil of good quality and, as i- 
ence has shown that it can sustain a haha 
offtake, a further increase is‘ planned by the 
interests involved. 


Compared with 1950 there was a decrease 
during 1951 of 15,573,000 tons in the oil pro- 
duction at our disposal from Iran, and an 
increase of 6,820,000 tons from our share of 
production in Kuwait, Iraq and Qatar. Dur- 
ing 1952 our supplies from these three sources 
are expected to be about 26 million tons, 
compared with 16,632,000 tons in 1951. 

Our crude oil production in the United 
Kingdom was 45,100 tons. Output is being 
maintained by means of secondary recovery 
by water injection. An exploration well 
drilled at Ainsdale, Lancashire, to search for 
the lower source which is to be feed- 
ing our shallow field at Formby was unsuc- 
cessful. but test drilling continues. 


coal, chemicals, pi and mining stores 
‘generally and by er wages, but these were 
offset by an increase in the value of products 
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Our exploration activities continue in 
bonggeae® agg of the world. In Papua, where 
we in partnership with American and 
Australian interests, two deep wells wer 
drilled during the year and one gravity and 
three seismic exploration parties were active 
Owing to complex geology and difficult: work. 
ing conditions in tropical forest, progress is 


In Nigeria, where we are partners with 
Shell group, the first deep test well = 
started during the year. ree seismic and 
two gravity parties are operating there. 

We have a holding in Trinidad No 
Areas, Limited, which during the vara 
pleted a test well at Mount Harris at 10,695 
without result, and is now preparing to make 
a seismic survey of the Gulf of Paria. 

Geological and geophysical work is being 
carried out im the concession areas which we 
hold in Sicily. 


REFINING 


In Iran, up to July, 1951, when our refining 
operations ceased, Abadan refinery had pro- 
cessed 12,188,000 tons of crude oi! and the 
small Kermanshah refinery 70,000 tons since 
the beginning of the year. 

In Iraq the Alwand refinery processed 
430,000 tons, an increase of 46,000 tons on 
the previous year. The throughput of the 
Haifa refinery was 729,000 tons, mainly of 
Venezuelan oil. It is still impossible to 
operate this plant at its full capacity of 
4 million tons a year on Iraqi crude oil, for 
which it was desi The pipeline to 
Haifa remains closed. 


The Kuwait topping plant, the prime pwr. 
pose of which is to produce bunker fuel for 
tankers, dealt with 1,157,000 tons of crude oil. 


In Great Britain, throughputs at Llandarcy 
and Gr were greatly increased. 
Llandarcy refined 3,671,000 tons, against 
2,634,000 tons in 1950, and towards the end 
of the year a rate of over 4 million tons per 
annum was attained. At Grangemouth the 
completion of important parts of the pro- 
gramme ‘of modernisation enabled 1,512,000 
tots to be | sed compared with 657,000 
tons in 1950; a néw 1,500,000 tons per 
annum ‘distillation tnit was. commissioned in 
March, 1951, and ‘the new boiler house and 
power station came into service in April 
raisi the capacity of the refinery © 
2,250,000 tons a year. 

At Pum ston refinery which operates 
on Scottish shale-oil and crude petroleum 
produced in the United Kingdom, through- 
put was 149,000 tons. Detergents produced 
at this refinery are finding an increasing 
market and mew products are 
developed. 

The British Petroleum Chemicals Limited 
at Grangemouth, in which we a 
with The Distillers Compaty 

uction of co 
alcohol in , 1951. . The neighbouring 
of Forth Chemicals Limited, now 


os ER is expected to commence 
the manufacture of styrene later this year. 


Good progress been made with cot 
struction of our Kent refinery, which t 5 
hoped will start operations at half its ever 
tual 4 million tons per annum capacity 
during this coming summer. Catalytic crack- 
ing units for the production of high-grt 
motor spirit are installed at : 
Grangemouth and Llandarcy refineries. 

In France, L’Avera throughput ™ 
1,814,000 cme, an increase of about 260,000 
tons over 1 , and modifications of ; 
have enabled a current rate of 2 million 
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per annum to be reached. At Dunkirk a new 
distillation unit of 1,500,000 tons capacity 
was commissioned in October last, which has 
brought the present total capacity of the 
refinery to 2 million tons 

617.000 tons were refined. 


Porto Marghera in Italy the Industria 
oes izione Oli Minerali refinery dealt. with 
687,000 tons, am imerease on I of 126,000 
tons. A new distillation unit commissioned 
in December has raised current throughput, 
which we expect to total 1,200,000 tons this 


year. 

In Belgium’ the new Antwerp refinery, 
which we own jointly with the Petrofina Com- 
any, was successfully commissioned in 
Aeiober, 1951, and had processed 318,000 
tons before the end of the year. Throughput 
during 1952 is expected to be 1,500,000 tons. 

At Hamburg our Eurotank refinery 
throughput was 620,000 tons, some 270,000 
tons higher than in 1950. Im March, 1951, 
we extended our German rag cect | acquir- 
ing a majority holding in the Oelwerke Julius 
Schindler refinery at Hamburg, which 
handled 150,000 tons of crude oil during the 
vear and includes plant for the uction of 
lubricants ; we are thus enabled to meet our 
German outlet more extensively from German 
refinery production. 


In Australia, the Laverton lant of 
Commonwealth Oil Refineries treated 143,000 
tons of crude oil a bg tear decided 
to build a new refinery at Kwinana, near 
Fremantle, which will have a capacity of 


3 million tons a year. 


annum, In 1951 


PIPELINE AND SEA TRANSPORT 


The commissioning in May, 1951, of the 
Fmnart to Grangemouth pipeline -across 
Scotland enabled the greater part of our 
crude oil supplies for Grangemouth refinery 
to be imported by this route. 

In my last report I informed you that 
the British Tanker Company’s fleet numbered 
153 ships of 1,854,000 deadweight tons. 
Since then two old ships have been sold 
and four new 28,000-ton ships have been 
delivered, making the present total 155 ships 
of 1,950,000 deadweight tons. There remain 
under construction or on order 21 ships 
totalling 426,000 deadweight tons, comprisin; 
six steam turbine ships of..32,000. tons, 1 
motor vessels of 16,000.tons, and. three 
motor vessels of 14,000 tons. In. addition, 
the keels have been lajd of two of the .ten 
16,000-ton ships on for the Lowland 
Tanker Company which will come inte our 
service in due course. 


We have on charter about 2 million dead- 


weight tons of tanker shipping, more than 
half of which is fixed for several years ahead. 
Although tankers are being built at a rate 


of bout 2 million deadweight tons 
annually, more than half of them in British 
Snipyards, the world tonnage has remained 
barely adequate to demand and consequently 
freight rates have remained high. urther 
substantial orders have, however, been placed, 
both 'n the United Kingdom and elsewhere, 
rs ‘ding many ships for comparatively early 
elivery, ’ . 
DISTRIBUTION AND SALES 


World demand for petroleum products 
increased by approximately 12 per cent in 


tion es of the general ris¢ in costs 
were reflected in increases in selling prices in 
the consuming markets. Moreover, petro- 
leum products continue to be relied upon 
by governments to make heavier tax contri- 
butions to their revenues; such levies now 
constitute in many instances a major part of 
the price which the consumer pays. 

During the first half of 1951 the expansion 
of our business continued, although the flow 
of our supplies was temporarily disturbed 
by a strike in Iran in April. After supplies 
from Iran had ceased in July we supple- 
mented the fullest use of our own crude oil 
and refineries by hiring refining capacity 
and by purchases from other sources. The 
result was that our sales for the year declined 
only by some 2 million tons from the 1950 
total of 38,500,000 tons, although events in 
Iran deprived us of some 15 mullion tons of 
supplies from that source. 


Our largely increased supplies of crude oil 
from Kuwait, Iraq and Qatar, as already 
described, have more than offset the discon- 
tinuance of our crude oil exports from Iran. 
The increased supply of refined products 
from our own refineries and from processing 
arrangements made with other refiners can- 
not, however, meet our marketing require- 
ments. We shall continue to supplement 
our own supplies of products by purchases 
where we can do so on satisfactory terms, 
thus using every endeavour to conserve both 
our goodwill and a sound trading position 
until such time as we have available-supplies 
from our own resources sufficient to enable 
the oe ag once again to go forward and 
expand its business as in the past. Profit 
Margins on such purchases have suffered 
from the high rates of freight which have 
prevailed, and the extent te which ‘this 
purchasing oy can be followed is governed 
by many factors and is constantly under 
review. 


The refining section of this statement has 
described the progress made in providing new 
plants and in expanding throughput at others, 
An important addition to our available pro- 
ducts will follow the commissioning later this 
year of the new refinery in Kent, which, with 
our other refineries in the United Kingdom 
and those in Belgium, France, Germany and 
Italy, will give us a large refining capacity 
in our Western marketing area. The problem 
of maintaining the supply of products has 
naturally been most troublesome in the case 
of our Eastern markets because of the long 
hauls involved, and every effort will be made 
to accelerate the construction of additional 
refining capacity to meet these Eastern 
requirements. 


A major change took place during the year 
in the marketing of motor spirit in the United 
Kingdom, where. schemes were introduced 
under which the service station or. garage 
owner can, if he wishes, undertake to sell 
exclusively the motor spirit of one com- 
pany, or, as in the case of the scheme 
operated by our marketing company, the 
motor spirit of a selected number of com- 
panies. Similar developments have taken 
place in Australia, New Zealarid and South 
Africa. By the adoption of this method and 
by the closer co-operation with the dealer it 
is hoped to secure economies of distribution 
and to improve the standard of service to the 
motorist. : 


computed with the preceding yet, tis TRE sole Of branded motor, epi, nthe 
high rate of expansion having thus occurred. te hovied the 3. neaditions will 
oF two years.in succession. In. meeting so ‘© be hoped that economic mage 


‘inking an increase. in world..consumption 
Cespite the cessation of supplies from Iran 


“l the end of June, the world oil industry- 


haa once again demonstrated the strength of 
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for locating new oilfields, and for refining 
with maximum i a greater variety of 
crude oils than was the custom in the past. 
Our objectives in .refining are to produce 
tyes of fuels and lubricating oils to meet all 

at competitive prices and to increase 
the range of products marketed by the com; 
pany. A notable development in catalytic 
desulphurising processes is “ autofin:ng,” a 
process pioneered to the pilot plant scale at 
our Sunbury research station and to the full 
scale plant at Llandarcy refinery. 


The Geophysical Centre at Kirklington 
Hal! has applied itself to the various instru- 
mental problems that have arisen in the 
course of the geophysical surveys carried out 
by the company’s staff. Of special interest 
has been the development of miniature 
seismic equipment, while good progress has 
been made in developing a borehole gravity- 
meter which will have important applications 
in geophysical prospecting. A study is being 
made of the possible effects which geological 
history may have on the type of crude oil 
found in a reservoir. ‘This problem has a 
bearing on locating fresh reservoirs, and 
also on their control when being produced. 


PERSONNEL 


Our personnel overseas, at home and afloat 
have given devoted and zealous service. It 
is a matter of great regret that events in 
Tran have led to substantial reductions of 
staff. The directors are deeply conscious of 
the many problems of adjustment to home 
and family plans with which the staff have 
been confronted, and to meet this unfortunate 
— special arrangements have been 

c. 


I am sure that you will wish me on your 
behalf to express to all personnel our special 
appreciation of their loyalty and resource 
over a period characterised by major re- 
adjustments consequent upon the action of 
the Iranian Government. 





W. T. HENLEY’S 
TELEGRAPH WORKS 
COMPANY, LIMITED 


NEW ORDINARY SHARE ISSUE 


The annual general meeting of this 
company was held on May 30th in London. 


Sir Montague Hughman, the chairman, in 
the course of his speech, said: The year 1951 
was a period of great activity in the Henley 
Organisation and our business continued to 
expand in almost every direction both at home 
and abroad. On January 1, 1952, the orders 
in hand for the group amounted to approxi- 
mately £7. million against . approxumately 
£5 rmmilion-a year-earlier. While none of us 
can foretell what the rest of the year will 
show, for the first four months of 1952 turn- 
over shows an increase over the corresponding 
period of last year. 


We.are carrying out our full share -of re- 
armament-work, which type of work naturally 
absorbs. throughout the country large quanti- 
ties of raw materials... During the last year 
the shortage of essential materials prevented 
us from carrying out many orders and that, 
unhappily, is still true. One of our worries 
is to finance our large and expanding business 
with prices of materials. still reaching extra- 
ordinarily high figures, labour and overhead 
expenditure continuing to rise, and costs. of 
replacing machinery and plant showing an 
enormous increase. 

During 1951 we had a record turnover— 
and do not forget Henley started this business 
115 years ilé some of this is due 
to the iricreased cost of materials, we showed 
an iricrease’ in’ volume output over 1950. I 
trust you will consider the results shown in 
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the accounts as satisfactory. All our sub- 
sidiaries have made satisfactory profits and 
have paid good dividends. 

Our business, particularly in the home 
market, expanded substantially during the 
year, but the margin of profit in some sec- 
tions was rather narrower than we have 
obtained in recent years. In our overseas 
business we have obtained an increased turn- 
over, although its proportion to our total 
urnover is somewhat lower than in 1950. 


FINANCE PROPOSALS 
The developments which have taken place, 
and which are still to take place, call for 
further finance which your directors have 
decided should be provided in permanent 





THE UNION-CASTLE MAIL STEAMSHIP 
COMPANY, LIMITED . 


CONTINUED SERIOUS INCREASE IN OPERATING COSTS 
SIR F. VERNON THOMSON’S SPEECH 


The annual general meeting of The Union- 
Castle Mail Steamship Company, Limited, 
was held on June 5th in London. Sir F. 
Vernon Thomson, Bt, GBE, who presided, 
said :— 

ACCOUNTS 

The report of the directors with the audited 
accounts of the Union-Castle Company, and 
of the Union-Castle Group, for the year 
ended December 31, 1951, now submitted, 
together set out the position of both clearly. 

The net profit of the Group exceeded that 
for 1950 by about £204,000. This was due 
primarily to a marked increase in the profits 
of one of the company’s subsidiaries, King 
Line, Limited} which, as members will be 
aware, owns a fleet of cargo ships engaged 
in general trading, and accordingly benefited 
from the improvement in world trade in 1951 
and the higher world market rates of freight. 


The net profit of the Union-Castle Com- 
pany itself for the year 1951, after providing 
for debenture interest, depreciation, taxation, 
etc., amounted to {1,287,926, that is epproxi- 
mately £190,000 less than for the preceding 
year. 

INORDINATELY HIGH COSTS 

The company’s revenue from passenger and 
cargo traffic was substantially higher than 
for 1950, but this was more than offset by 
the continued serious increase in operating 
costs throughout 1951. The voyage costs of 
the company’s vessels, which increased by 

10re than £:1,200,000 in 1950, compared with 
the preceding year, increased by a further 
£2 million in 1951. Every item of expendij- 
ture incurred in operating our vessels cost 
more during the past year and especially oil 
fuel. These rising costs, which have to some 
extent been masked by the earnings from 
increased carryings during the last few years, 
cannot be borne and absorbed indefinitely 
by the company without effect upon rates of 
freight and passenger fares. 


The rates of freight charged on cargoes 
carried to and from the Union of South Africa 
are fixed by an agreement with the Union 
Government. Moderate incréases were 
agreed by that Government operative from 
July 1, 1951, but already the benefit of these 
has been more than neutralised by further 
rise in costs. 

Further substantial increases also in the 
cost of new tonnage add to what was already 
a very grave problem. To maintain the com- 
pany’s service at its high standagds of effi- 
ciency and regularity, it is essential to.replace 
older vessels from time to time, but sShip- 
building prices have reached such a high level 


form. The Capital Issues Committee’s con- 
sent has been obtained to an_ issue 
3,250,000 new ordinary shares of 5s. each 
which will be offered in the first instance to 
the holders of the existing ordinary stock at 
the close of business on May 19, 1952, in the 
proportion of ome new share for 10s. of 
ordinary stock. I anticipate that in the 
absence of unforeseen circumstances the com- 
pany will be able to maintain, on the capital 
as increased by the issue of shares now 
offered, the same rate of dividend and bonus 
for the year 1952 as you have received in 
1951 on the then smaller capital. 


Your directors have also had under con- 
sideration the advisability of bringing the 
issued capital of the company more into line 


(double those of even 1945) that only urgent 
need would warrant the economic risk in- 
volved in ordering new «passenger tonnage 
for the company’s services at present rates of 
freight and passage money. Thus to replace 
one of our mailships now would cost well 
over £5 million. 


It is plain that the Inland Revenue allow- 
ance in assessing income tax liability, based 
as it is on the original cost and not upon 
replacement cost, is by itself quite inadequate 
to finance the construction of replacement 
tonnage at current high costs, If this state 
of affairs continues for a protracted period it 
must lead inevitably to the diminution of the 
British mercantile marine. To my mind, this 
would be disastrous nationally. This is 
proven by the experience of two world wars. 
Whilst recognising that this is undoubtedly 
a difficult problem, I would again urge that 
amounts reserved for the construction of re- 
placement tonnage during this period of in- 
ordinately high shipbuilding costs (so largely 
due to inflation or depreciation of currency) 
should not be taxed if they are so utilized in 
rebuilding the mercantile marine. 
atrangement of this nature is already in 
operation in the Scandinavian countries. In 
the absence of such tax adjustment we must 
try to safeguard the company during these 
times by putting to reserve what we can for 
replacement tonnage. The average dividend 
upon the ordinary stock for the past 10 years 
has beer 74 per cent. As aed: on previous 

ccasions, it is essential that a substantial 
part of the cqmpany’s earnings, already 
depleted by, taxation, should be retained in 
the business. Only thus have we been able 
since the war to rebuild our fleet to its 
present size and efficiency, and only thus can 
we hope to obtain essential revenue and to 
maintain the standard of service which we 
aim to provide for our passengers, shippers, 
and the overseas territories the company 
serves. 


In accordance with this policy,-we have 
again transferred the sum of £1 million to 
geheral reserve. 


We have also transferred the sum of 
£50,000 to staff provident account. 


After payment of the preference dividends 
and the proposed dividend of 12} per cent 
on the ordinary stock, the balance carried 
forward is approximately £1,900,000, as com- 
— with £1,925,000 brought forward from 

0. 


CAPITALISATION OF RESERVES 


At an extraordinaty general meeting to 
follow this meeting, it will be proposed that 
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with the actual ue and earning capaci 
the assets ead In this connection in 
Capital Issues uittee’s consent has besn 
obtained to the capitalisation of £2,437 509 
of reserves which will be applied in payi 

- in full 9,750,000 unissued ordinary son 
of 5s. each for distribution among the 
ordinary stockholders on the basis of one 5; 
ordinary share for each ordinary stock unit of 
5s. then held. 


In the near future a further meeting of 
stockholders will be called to authorise the 
increase in the capital of the company necas. 
sary to put this decision into effect and 1 
approve the proposed capitalisation of 
reserves. 


The report was adopted. 


£2,740,000 of the company’s reserves be 
capitalised and distributed to the ordinary 
stockholders as ordinary shares on the basis 
of one ordinary share of £1 for each {1 
ordinary stock held at the close of business 
on May 21, 1952. The new shares will 
forthwith upon issue be converted into 
ordinary stock. 


The accounts before you today show that 
the actual capital employed in the company’s 
business is far in excess of its issued capital, 
even on the basis of the existing book values 
of the company’s fixed assets, which are 
valued very conservatively. The board has 
decided that the time has now come to bring 
the issued capital of the company more into 
line with the capital actually employed in the 
business. The capital employed in the busi- 
ness has been augmented substantially during 
the past seven or eight years by ploughing 
back a large part of our earnings and in- 
vesting it in essential new tonnage upon 
which, from the end of the war to December 
31,1951, we have spent over £16 millioa 
This capitalisation of part of the reserves 
will but recognise existing facts, since 
latge a part of the reserves is already invested 
in ships. : 

In connection. with these capitalisation pr 
posals, may I say that it would not s 
prudent to.expect the same rate per cent 0 
dividend to be maintained after the ordinary 
capital has been doubled. Accordingly : : 
holder sold any of the new stock which vi 
be issued to him he would be disposing ‘ 
part of his existing proportionate interest ’ 
the assets of the company, and correspon 
ingly his expectation of future div: jend, 


FLEET 


The company’s fleet has been maintained 
in a highly efficient state and happily =" 
operated throughout the year without seriou 
accident. 


MAIL SERVICE 
of the comi- 


The frequency and regularity - 
pany’s ante mail service between a 
ampton and Town throughout sa 
years compares favourably with that yo 
vided over a similar distance between" 
two countries in the world, and although e 
continued maintenance and regularity r : 
after year have come to be accepted ; 
commonplace, it is in fact an outstan 
fine service of which we may well be - - 
and the more especially in view of the 

difficulties which impede the — 

operation of regular liner services today. 
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NEW TONNAGE 


¢ delivery of the Kenya Castle, which 
aa tot hoped would be made before the end 
of 1951, was unfortunately delayed until 
February this year by a trade dispute between 
those engaged on her construction, It had 
been our original intention to sail her in 
the Round Africa Service early in January, 
but it was not possible to fit her into this 
service subsequently until the end of March. 
She was accordingly utilised for a cruise in 
the ‘aterim, which proved most acceptable 
to the passengers. 


The third vessel of this class was success- 
fully launched at Belfast on April 24, 1952, 
when she was named Braemar Castle by 
Mrs Geyer, wife of His Excellency the High 
Commissioner for the Union of South Africa. 
Jt is hoped that this vessel will be delivered 
in November, 1952. 


To supplement the company’s cargo ton- 
nage, orders were placed with Messrs. Har- 
land and Wolff, Limited, for two general 
cargo vessels, each of about 7,300 gross 
register tons. It is expected that these 
yessels will be delivered in December, 1953, 
snd February, 1954, respectively. They will 
be named TJantallon Castle and Tintagel 
Castle. 


PASSENGER AND CARGO TRAFFIC 


There was a gratifying increase in the 
number of passengers carried outwards and 
coastwise by the company’s vessels in 1951, 
byt the numbers travelling homewards from 
South Africa fell slightly. As a result of the 
increased accommodation available in our 
Round Africa vessels, the passenger traffic 
to and from East Africa was again higher 
than for the preceding year. 


Cargo traffic outwards and homewards 
thowed an improvement in almost all the 
trades in which our vessels are engaged. 


It is by no means certain that the volume 
of passenger and cargo traffic carried by 
the company’s vessels in 1951 will be main- 
tained. The imposition of stricter limitation 
of imports into the Union of South Africa, 
to assist in the balance of payments position, 
is already having its effect in reducing the 
volume of outward cargo offering. 


PORT CONGESTION 


Congestion at a number of South and East 
African ports recurred in 1951 and in some 
cases has continued ever since. At certain 
= it has been more severe than ever 

ore, entailing very serious and expensive 
delays to a large number of vessels, including 
many belonging to this company. The 
problem continues to receive the urgent 
aitenuon of the Governments of the respec- 
tive territories, together with the various 
suthorities more immediately concerned, but 
in some cases it is clearly a problem which 
can only be finally solved by a long-term 
programme of port development and 
increased transport facilities between the 
coast and inland centres. In the meantime 
Curtailment of the number of vessels calling 
and the volume of cargo passing through the 
Congested ports is unfortunately essential in 


—_ to alleviate the grave situation which 
as arisen, 


BOARD 


it was with regret that the board of direc- 
tors received from Mr ©, L. Dalziel his 
Tesignation to take effect from December 31st 
last. Mr Dalziel had served on the board for 
os years and his colleagues greatly valued 
ths association. Unhappily Sir William 
Clark has also found it necessary to tender 
his resignation for reasons of health, to the 
Tegret of his colleagues. 


rs, © fill the two vacancies which thus arose, 
“1 George Erskine, CBE, and Mr F, C. 


Howard have . been. co-opted to the board. 
In accordance with the articles of association 
they retire at this meeting and offer them- 
selves for re-election. I feel certain that the 
company will benefit greatly from the addi- 
tion of these two distinguished gentlemen to 
the board. 


OUTLOOK 


In some respects the situation in the trades 
in which we are engaged is more difficult 
today than at any time since the war, but 
even so I think we can look forward to a 
satisfactory demand for the services which we 
provide. 


. STAFF 


The company’s staff have carried out their 
duties loyally and with zeal, and I wish to 
take this opportunity of expressing, on behalf 


. of the board, our appreciation of the good 


service rendered by the company’s personnel, 
ashore and afloat. 


The report and accounts were adopted and 
the retiring directors were re-elected. 


At an extraordinary general meeting held 
immediately after the annual general meeting, 
resolutions were passed increasing the capital 
of the company to £10 million, converting 
the unissued preference shares into ordinary 
shares, authorising the capitalisation of 
reserves and the issue to the ordinary stock- 
holders of one new ordinary share for every 
£1 of ordinary stock held, and altering the 
articles of association. 


The proceedings terminated with a vote 
of thanks to the chairman and directors, 


LISBON ELECTRIC 
TRAMWAYS 


RECORD PASSENGER TRAFFIC 


The annual general meeting of Lisbon 
Electric Tramways, Limited, will be held on 
June 25th, in London. 


The following is an extract from the circu- 
lated statement of the chairman, the Rt Hon 
Sir Hugh O’Neill, Bart, PC, MP. 


Another record has been established in the 
number of passengers carried by the com- 
pany’s vehicles during 1951. Compared with 
1950 the increase in passengers was over six 
millions or 2 per cent, a total of 314,133,521 
having been reached. 


The mileage run by our tramcars. and 
elevators increased by 337,301 and by our 
buses 945,928, giving an additional mileage 
of 1,283,229 or 5.8 per cent. The total 
number of miles run by all our vehicles was 
23,315,998. 


The additional number of passengers 
carried has resulted in increased revenue but 
this has been offset by increased cost of 
operation due to additional mileage run, a 
wage increase to our workpeople, and to the 
advance in the cost of practically all 
materials mecessary for the maintenance of 
our system. 


The final result of the year’s operations 
shows a net profit of £63,520 after providing 
for all charges including general and depre- 
Ciation reserve, a decrease of £6,870 com- 
pared with 1950. This profit, together with 
the balance brought forward from last year, 
gives a total of £113,512. The preference 
dividend and the ordinary dividend of 5 
cent net for the year absorb £60,957, leaving 
a balance of £52,555 to carry forward to 
1952. 


Generally Portugal continues to benefit 
from the peaceful programme and pros- 
perous years resulting from the administra- 
tion of H. E. Dr Oliveira Salazar. 


The report was adopted. 
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P. & 0. STEAM 
NAVIGATION COMPANY 


IMPROVED RESULTS 


The one _ hundred-and-twelfth annual 
meeting of this company was held on June 
4th in London. 

Sir William Crawford Currie, GBE, the 
chairman, referred to the increase of 
£2,296,259 in the company’s deferred stock, 
which had been issued to deferred stock- 
holders during the year, and to the difficulty 
of providing for fleet replacement out of 
profits which were subject to crippling taxa- 
tion. 


The accounts of the group for the past 
financial year showed, he said, a considerable 
improvement over 1950 due chiefly to the 
heavy world demand for shipping and to 
the absence of any reconditioning expendi- 
ture. The normal depreciation charge, in- 
cluding relief from income tax in respect of 
initial allowances, absorbed nearly one ‘half 
of the total operating profit. If the company 
Was to survive, its ships had to be renewed 
out of earnings. The report showed that 
amounts set aside for depreciation and to 
reserves of all kinds in 1951, amounted to 
slightly less than was required for one year’s 
normal replacement purposes. There was 
thus no cause for complacency or for saving 
that shipping profits were abnormally high. 


FINANCING COMMITMENTS 


The group’s net current assets were (5 
million short of the amount required to 
finance present commitments without making 
any allowance for necessary working capital. 
There would, of course, be additional cash 
accumulations before it was necessary to meet 
liabilities for ships not yet laid down, though 
what they would amount to must be pro- 
blematical. 


The situation was not quite easily sum- 
marised, however. Although not evident 
from the group accounts, five companies 
with commitments of over £18 million would 
require, in order to finance those commit- 
ments, not only their present resources but 
almost the whole of their probable future 
rofits of the next few years after allowing 
or taxation and dividends at the present 
level. It should therefore be emphasised 
that the sums placed to reserve by the group, 
far from being excessive, were barely 
adequate for the maintenance of its business. 


The excess profits levy, as an additiona] tax 
on industry, was bad, and for the shipping 
industry could produce only one result-—a 
reduction in the tonnage that could be built 
to replace the old. The industry welcomed 
the Chancellor’s proposals for the removal! of 
the worst inequities of the levy. 


THE FUTURE 


There was undoubtedly at present a reces- 
sion in the freight market as compared with 
a year ago, and unfortunately expenses had 
mot receded, but had increased, except for 
Suez Canal dues, which had been reduced 
as from September 15th last by 6d. per ton. 
That was a useful reduction in the cost of 
a round to the East or Australia and 
back, and that the Suez Canal Board 
were not ummindful of the interests of their 
clients. 


While it would not be wise to attempt to 

rophesy, he would be lacking in candour if 
o omitted to say that he did not expect the 
results of the current year to be as satisfactory 
as those for 1951. The peak had passed. 
Tonnage was no longer in such great 
demand; variows countries were reducing 
their imports and there would be more com- 
petition, in the main from their former 
enemies, Japan, Germany and Italy. 


The report was adopted. 
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ROYAL DUTCH PETROLEUM COMPANY 


(N.V. KONINKLIJKE NEDERLANDSCHE 





LIABILITIES 

Share Capital ..... 22sec cucwevewssesesses 

Of which unissued. ¢....ccssssecencesoas 

Issued and fully paid.......cccesccccees 
4%, Preference Share Capital .........0. van 
Reserve as per Article 4 of the Statutes.... 
General Reserve... os cescssveccceseseseee oe 
34% Convertible Debenture Loan 1951..... 
34% Debenture Loan 1947..........c00ee8 
34% Private Loans 1949.......ccsccccsces 
Credttine: 685 50s os Sates see dea ceeenies ° 


Profit and Loss Account :— 
Balance Undistributed Profit 1949/1950 .. 
Profit ior the Year ee eeeeeeeeeseees eesee 


EXPENDITURE 


Interest : 34% Convertible Deb. Loan 1951. ., 
34% Debenture Loan 1947....... 

3% Private Loans 1949..-...... 

Service of the 34% Convertible Debenture 
tien A586 6o4 Gies aids SEE Clee seaeasbcea 


General Expenses. isi6s oo den cee ee seWewses 
Profit for the Year... ccccsceeees cbccsveoes 


The Hague, May, 1952 


The Board of Directors : 


J. B. AUG. KESSLER, Chairman. Ww. 
J. KLOPPER, E. J. IJZERMAN, 
COLLOT D'ESCURY, 


W. H. 
F. Q. DEN HOLLANDER, 
A. S. OPPENHEIM, M. P. L, STEENBERGHE 





BALANCE SHEET AS AT DECEMBER 31, 1951 


f 1,998,500,000.— 
» 1,081,068,000.— 


—— 


Shareholding in :— 


f  917,432,000.— 








Dividends due from Group Companies.... ,, 
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PETROLEUM MAATSCHAPP])) 


Sct 


ASSETS 


N.V. De Bataafsche 
Petroleum Mij.. 
The Anglo-Saxon Pet- 


.. nom. f§ 330,000,000 


120,019,200. — 


= 1,500,000.— roleum Co., Ltd... »  £ 15,768,597 
- 91,388,278.49 The Shell Petroleum 
o 27,500,000.— Co., TAG... saees ve » £17,102,400 
and other Group Com- ; 
»  218,363,900.— panies 
z3 289,000.— Total f 1,310,933,605.57 
n —— | Less: Reserve ..ncovccsecevccssereues » 101,212,138.18 
' a a 
»  32,228,250.40 | f 1,209,721,467.39 
| Loans to Group Companies........... eee oe. 12,584.971.99 
pi: 38,341,873.92 | ————— nimi 
»  127,034,126.61 J 1,222,306,439.31 
: Cash at Damen. oo ox5 05 eee hone oak os - 29, 881,634.05 
Securities and Cash Invested ........... rons 55, 364,582.41 
DDR ok os Kw Reise eee areees ss Sue 26, 505,573.65 
| 
| 


f 1,454,077,429.42 





PROFIT AND LOSS ACCOUNT 1951 


f 1,454,077.429.42 


a emeenieniiese es 


no 


INCOME 
f 8,115,854.63 Dividends and Interest, less Taxes ....... 141,894,883.% 
si 146,054.33 Dividends and Coupons forfeited by Limi- 
3 136,401.50 CHRD os oho wnc Kee Kdee a ee ea _~— 


” 2,834,674.71 
883,094.67 
fe 2,744,676.91 
»  127,034,126.61 


f  141,894,883.36 











H. VAN LEEUWEN, 
DE MONCHY, C. J. 
J. LUYTEN, 


f 141,894,883 





The Managing Directors : 


J. H. LOUDON; General Managing Director 
Hi. “*BLOEMGARTEN 
F. Ay C). GUEPIN 








ca 


6lsr ANNUAL GENERAL MEETING—JUNE 27, 1952 
PRINCIPAL POINTS OF INTEREST IN THE ANNUAL REPORT ON 1951 


The year 1951 again showed record activi- 
ties in all phases of operations of the Royal 
Dutch-Sheli Group. 


Production by Group companies of crude 
oil and natural gasoline, inclusive of quanti- 
ties available under long-term contracts, 
amounted to more than 12 per cent of world 
production in the year 1951. 


Crude production of 549 million barrels 
compared with 455 million barrels in 1950, 
an increase of some 17 per cent. The level 
of production in 1951 was double that of 
1946. 


The .amount.of. crude oil processed in. 


Group refineries at 558 million barrels in 
1951 was more than 20 per cent higher than 
last year and more than double the level 
attained in 1946, 

Because of extensions and new construc- 
tion completed. during the year the total 
throughput of Group refineries in Europe was 
47 per cent higher than.in the previous year. 


The total tanker tonnage controlled by 
the Group and Eagle Oil and Shipping. Com- 


pany, Limited, including chartered tonnage, 
reached the figure of 6,250,000 d.w.t., repre- 
senting about 21 per cent of world tanker 
tonnage. Of this amount 2,500,000 tons are 
owned by the Group and Eagle Oil. 


In addition to tanker tonnage already on 
order the Group, early in 1952, placed orders 
for 28 tankers with a total tonnage of over 
600,000 d.w.t. to be delivered by the end of 
1956 or shortly thereafter. 


The net profit of the Royal Dutch Petro- 
leum Company for 1951 at fis 127,034,126.61 
as against fis 111,220,805.87 for the year 
1950, makes it possible to pay a dividend of 
4 per cent on the preference share capital of 
fis 1,500,000 and 13 pe cent in cash on the 
ordinary share capita 
standing on December 31, 1951, 4 per cent 
of which was made payable as an interim 
dividend on February 7, 1952. In addition, 
2 per cent.on the ordinary share capital is 
made available, largely from the undistri-. 
bused Dance of profit, in the form of a stock. 

1V) ; " ; 


of fis. 917,432,000 out-_ 


The Annual Report again shows financial 
figures covering the main companies through 
which the Royal Dutch-Shell Group operatcs 
in various parts of the world. 

After deducting all charges—including & 
ploration, depreciation (including additional 
depreciation of  £22,053,608 against 
£7,059,696 in 1950), taxation and mis 
cellaneous appropriations for the purposes 
individual compani e net income for 
the year available for Group Appropriations 
was £66,216,204 (1950: £50,994,>-9). oo 
this sum dividends have been or will be pal 
in respect of the year 1951, to the pareat 


companies namely Royal Dutch Petroleum 
The “ Shell”. Transport and 
in 


es 
Trading Company, Limited, of £19,057,327 
(for 1950: £16,283,382). The balance has 
been. ae in the business. 
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DE BEERS CONSOLIDATED MINES, LIMITED — 


~, 
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(Incorporated in the Union of South Africa) 


UNABATED DEMAND FOR DIAMONDS 


SIR ERNEST OPPENHEIMER ON DISCRIMINATORY TAXATION 


The sixty-fourth ordinary general meeting 
of De Beers Consolidated Mines, Limited 
(Incorporated in the Union of South Africa), 
was held on June 4th in Kimberley. 


Sir Ernest Oppenheimer, the chairman, in 
the course of his speech, said:—The year 
under review has been an exceptionally pros- 
perous one for the diamond industry. The 
demand for both gem and industrial stones 
continued unabated throughout the year and 
record sales totalling £65 mullion have been 
effected, which compares with £51 million 
for 1950. Since the close of the year, this 
demand has continued and up to May 3lst 
(32,856,000 have been sold, made up of 
{21,057,000 of gem diamonds and 
£11,799,000 of industrials. 


The accounts show that your company 
has shared in this eer. and the gross 
profit for the year, before wing for taxa- 
tion and other appropriations, amounted to 
the record figure of £12,938,000, compared 
with £10,380,000 in 1950. 


SATISFACTORY CASH POSITION 


The balance sheet discloses a very satis- 
factory cash position, current assets, including 
the loan to De Beers Industrial Corporation 
(since repaid) exceeding current liabilities by 
£8,500,000. 

The profit and loss account shows that 
almost half of our revenue was derived from 
interest and dividends on investments. After 
allowing for dividends received on our share- 
holdings in the Consolidated Diamond Mines 
of South-West Africa, Limited, and the 
Diamond Corporation, Limited, a substantial 
amount accrued to us from sources not con- 
nected in any way with the diamond trade. 
We have every reason to believe that these 
sources of revenue will steadily increase. 


TAXATION BURDEN 


The Hon. Minister of Fimafice has 
decided to increase our taxation to 9s. in 
the £1. We realise that large sums are 
required for defence in these difficult and 
dangerous times, and that everyone must be 
called upon to make the fullest contribution 
to the revenue of the country, and under the 
circumstances we accept the increased taxa- 
tion as a temporary measure, 


I have been connected with the diamond 
trade for more than 50 years. It is my privi- 
lege to have been chairman of your company 
for the last 26 years, a period which covers 
the greatest and longest depression in the 
diamond trade, as well as the recent pros- 
perous period, 


| am convinced that the principle of dis- 
Criminatory taxation is neither justified nor 
‘air to the diamond producing companies. In 
asserting this principle, I have in mind the 
vicissitudes of the diamond trade, the large 
Contributions to the state’s revenue made in 
Prosperous times, and the efforts made by this 
Company and its associates during good years 
‘o put the industry on a sound financial basis. 
Moreover, discriminatory taxation is against 
the best economic interests of our country, 
because it makes the re-opening of old miries 
more hazardous and the prospecting for 


diamonds and the equipping of new mines 
much less attractive, 


MR HAVENGA’S VIEW 
_ The vicissitudes to which the diamond 
trade is exposed can best be ibed by 


quoting Mr Havenga’s own words. During 
the prolonged and severe depression in the 
1930s, many of the leading personalities con- 
nected with the industry were so doubtful 
about its eventual recovery that they retired 
from the business. The Minister of Finance 
(Mr Havenga) also had his misgivings. In 
presenting his budget in 1937 he proposed 
that the revenue from diamond export duty 
should be credited to loam account and not 
revenue as under the. latter heading, owing 
to its variability, it was a source of embarrass- 
ment rather than strength. He also said: 


“ During every depression the public is 
inclined to think that matters will never 
improve again ; during periods of prosperity 
they forget the lean years ahead.” 


It would appear that the Revenue Authori- 
ties have forgotten this wise counsel when 
they selected the diamond mining companies 
for discriminatory taxation simply because 
for the time being these companies are 
prosperous. 


CONTRIBUTIONS TO STATE REVENUE 


An important point to consider is whether 
the diamond companies, as a group, have 
made fair contributions to the revenue of the 
state. 


For the ten years ended 1941, which 
covered the period of the severe crisis in the 
early 1930s, when small profits were made 
and fio dividends were paid, taxation 
amounted to £1,482,504. For the next ten 
years which ended with the year 1951, the 
diamond companies paid the considerable 
total of £36,621,755 to the Union Treasury. 
In addition to these amounts, over the ten 
years ended 1951 the United Kingdom 
received {11,428,207 and the South-West 
Administration £4,493,851, or a total of 
£52,543,813, was paid in taxation during the 
ten years, exclusive of the 10 per cent export 
duty paid by the diamond mining companies, 

Turning now to the efforts made to place 
the trade in a sound financial position, we 
learned, during the depression of the 1930s, 
that large cash resources are essential for the 
stability of the trade. In the following ten 
years, when conditions were prosperous, as 
a group of companies, we observed a con- 
servative dividend policy, which has resulted 
in the creation of reserves adequate for the 
protection of the diamond trade, thus ensur- 
ing that we can carry on our mining opera- 
tions without interruption and that the sell- 
ing and trading organisations need not have 
recourse to the banks for financial aid in quiet 
times. 


EXAMPLES OF DISCRIMINATION 


I said earlier that discriminatory taxation 
was against the best economic interests of the 
country, as it destroys initiative and dis- 
courages the financing of new enterprises. I 
will quote two examples : 


First, the Jagersfontein Mine. At Decem- 
ber 31, 1951, capital expenditure ae by 
company on ing agers- 
fontein Mine amounted to 1,640,000. Over 
the period 1946 to 1951, inclusive, working 
expenditure accounted for a further 


nical advisers inform us that the life of the 
Jagersfontein Mine is unlikely to exceed five 
years. ith taxation at 9s. in the {, it is 
doubtful whether the money laid out on re- 
equipping and operating the mine will be 
recovered and there will certainly be no 
return on thé capital invested. 


THE PREMIER MINE 


The second example concerns the Premier 
Mine. The capital spent to date on re-equip- 
ment totalled over {4 million and our con- 
sulting engineers have prepared a statement 
of the annual profits that can be expected. 
The figures are: 


: £ 
Revenue—at present prices 2,700,000 
Less production costs 1,375,000 
Working Profit ............ 1,325,000 
Less 60% — Government's 

WS esc a a 795 000 
Balance £530,000 
From which Income Tax at 

9s. in the £ deducted ...... 238,500 
Leaving a distributable profit 

a hg dat pte. ovens 291,500 


which is clearly an inadequate return on the 
capital invested in the mine. 


During the past year or two, your com- 


pany has been engaged in an active pro- 
gramme of prospecting and sampling at De 
Beers Mine and Kamfersdam Mine, situated 
at Kimberley, and at Koffiefontein Mine in 
the Orange Free State, with the intention of 
reopening one or more of these mines if pay- 
able values were disclosed. We had always 
hoped to be able to reopen the Koffiefontein 
Mine in substitution for Jagersfontein when 
the latter ceases operations, but with the 
present high rate of taxation, unless the 
results of sampling indicate very much 
higher values than can reasonably be 
expected, it is clear that your directors would 
not be justified in incurring the heavy capital 
expenditure necessary to bring the mine to 
production, whilst in the case of Kamfers- 
dam we have decided to abandon further 
prospecting work. 
THE OUTLOOK 


Shareholders will be interested to have 
some idea of the future trend of the diamond 
trade. In my opinion 1952 will be another 
prosperous year, as the combined gem and 
industrial sales of £32,856,000 for the first 
five months have indicated. It is pleasing to 
report that the industrial diamond business is 
steadily expanding providing an additional 
stabilising factor to the diamond trade as a 
whole. There are, however, tangible signs 
that the excessive boom conditions are abat- 
ing, one indication being the drop in prices 
in the so-called “free market” to levels 
closer to our own selling rates. 


Boom conditions cannot continue indefi- 
nitely, and shareholders should be prepared 
for quieter times but with this difference— 
they can rest assured in the knowledge that 
the financial resources of our group will be 
employed as a stabilising influence in counter- 
ing any market recession which may lie 
ahead, and in mitigating or altogether avoid- 
ing a recurrence of the disastrous circum- 
stances and vicissitudes experienced by the 
diamond trade in years past. 

The report. was adopted. 
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CITY DEEP LIMITED 


FACTORS AFFECTING RESULTS 
MR G. V. R. RICHDALE ON ENCOURAGING PROSPECTS 


The fifty-first annual general oe Se 
shareholders of City Deep, Limited, was 

on May 28th, in Johannesburg. Mr G. V. R. 
Richdale, chairman, presided, and said: The 
net profit in 1951 at £1,090,038 was £379,350 
lower than in the previous year. This fact, 
coupled with the serious decline which 
has taken place in recent monthly profit 
declarations, has no doubt been a cause of 
disappointment for shareholders, as it has 
been for your board. 


When seeking the reasons for this 
deterioration of the profit position two main 
factors must be taken into consideration 
lower gold recovery and the upward trend 
of working costs. Until-the series of sub- 
decline shafts which are being sunk from 
the 45th level of the mine on the 8,500-ft 
horizon are in commission it is necessary to 
draw a greater proportion than usual of the 
ore for the mills from the lower-gtade South 
and Main Reefs in the upper levels of the 
mine, which naturally has an adverse effect 
on gold recovery. Furthermore, as was 
forecast at the annual meeting last year, in- 
creased development in this upper area has 
resulted im a reduction in the average grade 
of ofe developed. Shortages of steel and 
cement during 1951 retarded operations in 
these sub-incline shafts, and as a conse- 
quence it is unlikely that they will be suffi- 
ciently advanced before 1954 materially to 
affect the tonnage reaching the mill from the 
Main Reef Leader in the lower levels. It fs 
hoped, however, that when full-scale stoping 
operations can be undertaken from them the 
average grade of ore mined will show an 
improvement. 


STEADILY RISING COSTS 


It is unfortunate that during this difficult 
transitional stage, while these plans for the 
development of the mine in depth are being 
implemented, your company should be 
called upon to face steadily rising costs. 
Working costs, which amounted to 39s. 2d. 
per ton milled in 1950, rose by 2s. 9d. to 
4is. Lid. per ton milled in 1951, the advance 
being due partly to further increases in 
wages and benefits-to employees, and partly 
to a Sharp rise in the cost of stores. 


While dealing with the question of costs, 
I would like to draw the attention of share- 
holders to the fact that approximately 35. per 
cent of sloping operations in the mine is 
carried out by the resue method which, while 
it increases appreciably the grade of ore sent 
to the mill, results in higher working costs. 
This point should be borne in mind when 
comparing the company’s level of mining 
costs with that of other mines, and it should 
be understood that while the adoption of open 
stoping methods throughout the City Deep 
would reduce working costs per ton milled 
it would also result in a considerably lower 
average grade and on balance a reduced work- 
ing profit. I may add that it is only in Main 
Reef Leader stopes that conditions are suit- 
able for this method of mining. 


DEVELOPMENT 


The total footage developed during the year 
at 54,883 ft was 4,837 ft less than the figure 
for 1950. The footage sampled was slightly 
greater than. in the previous year, although 
due to the fact that, as I have explained, a 
greater proportion than usual of the total 
development was carried out on the lower 
grade South and Main Reefs in the upper 
levels of the mine, only 8,250 ft or 32.8. per 
cent were Classed as payable compared with 


11,925 ft, or 48.1 per cent, in 1950, while the 
average value of payable disclosures fell from 
15.9 dwt over 24 ins to 14.2 dwt over 23 ins. 


It would be misleading to attach undue 
significance to the decreases in the 
footage developed and in the percentage 
payability. Nevertheless, these factors are in 
these days of rising costs, and consequently 
higher pay limits, a clear indication of the 
necessity for pressing forward with all pos- 
sible speed with the opening-up of the lower 
levels of the mines where it is expected that 
the average grade will be higher. In this con- 
nection it is satisfactory to know that the 
relatively small amount of development so 
far carried out in this area has disclosed some 
encouraging values which tend to confirm our 
hopes of a better average grade in future. 


POWER SHORTAGE 


In common with the majority of gold- 
mining companies, City Deep experienced 
during the ygar a severe decline in the supply 
of non-EurOpean labour, which is becoming 
an increasingly difficult problem exercising 
the active attention of the industry as a whole 
more now than ever before. The shortage of 
electri¢é power on the Witwatersrand, which 
is likely to continue for the next few years, is 
another factor which tends to increase the 
difficulties of maintaining profits at the 1950 
level. In spite of every effort to decrease 
its requirements during peak periods, your 
company’s mine suffered many power cuts 
during 1951 and any further deterioration 
in the position will inevitably prove detri- 
mental to production. 


CAPITAL EXPENDITURE 


It was expected that capital expenditure 
incurred during 1951 would be of the order 
of £650,000. Owing to shortages of steel 
and cement, to which I have already referred, 
the amount actually spent on capital equip- 
ment was only £211,306, most of this sum 
being incurred in connection with the deep 
level sub-incline shafts and the extension of 
the City reduction plant. Capital receipts 
from sales of freehold reduced this sum to a 
net figure of £193,403, to which was added 
£27,985 as an adjustment to the cost of the 
acquisition of the Nourse Mines, Limited, 
property, bringing the nét capital expendi- 
ture for the year to £221,388. Capital funds 
on hand at December 31, 1950, amounted to 
£181,924 and were therefore exhausted 
during the year, the balance of £39,464 ex- 
penditure on capital account being appro- 
priated from profits. 


Capital expenditure during the current 
year is likely to be of the order of £360,000. 
The full capital programme, which includes 
the provision in due course of additional 
cooling plant to enable stoping operations 
tg be carried out in the new deep level areas 
of the mine, will continue to be financed 
from profits. In the light of the much lower 
level at which these profits are now running, 
however, it is clear that this can only be 
done at the expense of the dividend position, 
which must be subjected to substantial en- 
croachment during the next few years. The 
situation is temporarily difficult, but at the 
same time it contains many signs of 
encouragement for the future. Once the 


present transitional stage has been completed. 


the grade position may be expected to im- 
prove, while the heaviest incidence of the 
capital expenditure programme will have 
passed. The prospects for the future pros- 
perity of your mine should then be good. 


The report was adopted. 
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THE BRITISH SOUTI: 
AFRICA COMPANY 


SIR DOUGAL MALCOLM ON 1::: 
IMPROVED RESULTS 


The annual meeting of The British <..;) 
Africa Company was held on May 29). 5 
London. 

Sir Dougal O. Malcolm, KCMG, the | 
dent, in the course of his speech, said: 


Our profit at £2,723,209 is very nearly 
double that of last year, which was 
£1,460,742, This great improvement i;, of 
course, due mainly to the increase of nearly 
£2,500,000 from a little over £3 million to 
over £5,500,000 in our revenue from our 
mineral rights. This, of course, is due in the 
main to an increase in the amount of copper 
produced in Northern Rhodesia, from 265,000 
tons odd to 297,000 tons odd, and to a great 
increase in the price of that production on 
which our royalties are based from just under 
£36,500,000 to nearly £56 million. Tax:tion 
for the year has increased by about £1 600,000 
to [3.735,129. 


DIVIDEND POLICY 

The figures, I am sure you will agree, re- 
flect a very strong ition. We have had to 
consider very catehiits our dividend policy, 
and you may feel that, in the light of an 
increase in our fit for the year under re- 
view of about {1,260,000 as compared with 
last year’s figure, our proposed final dividend 
for the year of 264 per cent, which with the 
interim dividend of 134 per cent paid last 
November brings the total for the year to 40 
per cent, or 6s. per unit of stock or share of 
15s., as compared with last year’s 33) per 
cent, or 5s., absorbing £1,379,779, as com- 
pared with £1,204,569, is a very modest one 
At least you will agree that we have taken 
very full account of the Chancellor of the 
Exchequer’s adjuration in his Budget speech 
that there should be what he calls “a sane 
policy of dividend limitation.” 

We have also had to take into accoun! the 
probable effect on our fortunes of the pro- 
posed Excess Profits Levy, assuming tha! the 
.Finance Act will impose a levy substantially 
in accordance with the Budget propos.'s 3s 
they seem likely to be amended by 
ment. ; ae 
"The production of copper from Northern 
Rhodesia ted during our year under 
teview to 297,380 toms at am average price as 
calculated for our royalty purposes of {186 78 
per ton, has so far proceeded during the frst 
six months of the year now current 21 the 
rate of 301,850 tons for a full year at : cor- 
responding price of £209 Ils. per ton, and 
this notwithstanding continued difficulnes im 
the matter of fuel supply to the mines. We 
must not forget the possibility of changes 
which we cannot control, or the chapter of 
accidents. Certainly the four great  opper 
producing mines-of Northern Rhodes:: and 
and Rhodesia Broken Hill Development 
Company are very prosperous, and they are 
not all, Opening up of some new important 
copper mines is in prospect, and new /arge- 
scale prospecting enterprises covering ‘are 
areas of Northern R sia are being vigor- 
ously pursued. 

Meanwhile our very modest dividend pro- 
posal will enable us to add no less than 
£1,222,000 odd to unappropriated profits, 
thus ishing us with ample funds ‘or the 
prosecution the policy which | cD 
deavoured to lay before you las‘ fio 

ilding body -term invest- 
= sage ong > See cu: in other 
South African enterprises, 


particularly 


sae terprises, in regard to which, along 
vith tax ‘Desisions associates and friends, we 


woe ' urs lves 
have Sood capeeenice of keeping ourse 
well i 
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CENTRAL PROVINCES MANGANESE ORE 


CONTINUED WORLD DEMAND 


ONEROUS TAXATION BURDEN 


MR H. R. HOLMES ON THE RECORD RESULTS 


The forty-fourth annual general meeting 
of the Central Provinces Manganese Ore 
Company Limited, was held on June 4th 
in London, Mr H. R. Holmes, chairman and 
managing director, presiding. 

Mr A. Linton, MC (director and secretary), 
read the notice convening the meeting and 
the report of the auditors. 

The chairman said: Ladies and gentlemen 
~The report and accounts for the year 
ended December 31, 1951, have been in your 
hands for some time and I propose, with your 
permission, to take them as read, (Agreed.) 


Before asking for your approval of the : 


accounts I would like to make a few com- 
ments on the figures which appear in the 
balance sheet and profit and loss account. 

In my speech to you last year I fore- 
shadowed that the prospects for 1951 were 
satisfactory, and this has proved to be the 
case, as the balance on trading account at 
{2,937,389 constitutes a record for. the com- 
pany. It has been possible to achieve these 
results owing to the continued demand for 
our ore in the world’s markets and to the 
prices at present prevailing. 

Owing primarily to the large amount which 
has to be provided for taxation—n-zancly, 
£1,257,500—the net profit available for the 
year is only £643,386. The question of taxa- 
tion is a very serious one as the company is 
subject to the full rate of tax obtaining in 
India, and in the absence of amy tax con- 
vention between that country and the UK, 
we get relief in this country only, and that 
relief is. limited to approximately 75 per 
cent of the UK taxes. 

I would here like to mention that, apart 


from the £939,500 paid in respect of Indian 
taxes, considerable benefits. accrue to the 
Government of India from our manganese 
ore business. The export duty on the ore 
we shipped during 1951 amounted to more 
than half a million pounds, while royalty on 
the ore railed was over £110,000, making 
altogether a total of more than one-and-a- 
half million pounds. In addition, we give 
employment to many thousands of Indians, 


Whose v ages and the many amenities pro- 
vided for them amount to a very large sum 
annually 

Income from investments is higher at 
£30,500, as compared with £17,125, due to 
.the increase in our holding of British Govern- 


ment securities, 


On the other side of the profit and loss 
scconr . the sum charged for depreciation of 
xed assets is higher. This, of course, is 


due to the fact that as we continue our pro- 
gramme of mechanisation the amount of 
ma nvested in plant and machinery 
creases, , 
APPROPRIATIONS 
a _ urectors recommend that out of the 


' it available the following a ia- 
Dan hould be made:—To staff Gentle tes 
to oo > 0 workers’ welfare fund, £10,000 ; 
FS ag \ reserve, £100,000. An interim 
dividend of Is. per unit, free of tax, has 
= 4 en paid, and it is proposed that a 
plus vidend of 2s. per unit, free of tax, 
2 bonus of 2s. per unit, free of tax, 
1 be paid, together absorbing £500,000. 


This will leave £185,066 to be carried for- 





ward, as compared with the amount of 
£176,357 brought in. 

With regard to the allocation of £20,000 
to the staff benefit fund, it is essential that 
this fund should be built up whenever we 
can afford to do so, in order to provide 
something for our staff, both European and 
Indian, when the time comes for them to 
retire, With taxation at the present level 
it is impossible for anyone to save sufficiently 
for retirement, as you all must know, and I 
feel sure that this allocation will have your 
approval. 


WORKERS’ WELFARE 


The Government of India are very keenly 
interested in the welfare of all work-people 
in industry, and your directors have no 
hesitation in recommending the allocation of 
£10,000 to the Workers’ Welfare Fund. 
From the accounts you will see that during 
1951 the sum of £8,170 was spent on various 
ats for the welfare of our work-people. 

se projects were decided upon in con- 
sultation with the trade union and the repre- 
sentatives of our labour force. 


The health of our labour force in India 
continues to be good, and constant attention 
is being given to housing, sanitation, water 
supply and the control of malaria. 


In the accounts we have also provided for 
a sum sufficient to give those of our work- 
people who qualify for it by service during 
the year a cash bonus on similar lines to that 
drawn by the staff. The Contributory Provi- 
dent Fund for our work-peoplé, to which I 
referred last year, came into operation from 
January 1, 1952. 


These are very important matters and it 
is most desirable that our relations with our 
labour force should continue on the same 
satisfactory footing as they have been for 
many years past. 


BALANCE SHEET FEATURES 


Turning to the balance sheet, you will 
notice on the assets side that the value of 
stocks of manganese ore has fallen from 
£628,363 to £530,828. Railings during the 
year were not sufficient to equal our forward 
sales and we had consequently again to 
encroach on our stocks to some extent, in the 
endeavour to meet these commitments. 


Sundry debtors and pa ts in advance 


have risen from £74,139 to £202,544, which . 


is due to an increase in the tonnage afloat at 
the end of the year and to payments for 
machinery. me 

The only other point on the assets side to 
which I need draw your attention is the 
increase in the total of British Government 
securities, tax reserve certificates, and cash, 
which together amount to £2,472,799, against 
£2,037,976.. There is, on the other hand, a 
substantial increase, principally in respect of 
taxation, on the liabilities side. 


DIRECTORS’ VISITS 


Early this year two of your directors— 
Mr Linton and myself—visited the United 
States of America with the object of keep- 
ing in touch with our very important 
customers there, who are the largest pro- 
ducers of ferro- in the world. Our 


_ Object was also to fix up further contracts 


ee sf 


alert Be 


with them, which we were able to do on 
satisfactory terms. Although I have said this 
before, I would not like this opportunity to 
pass without expressing our keen apprecia- 
tion of the great understanding of our pro- 
blems that they showed, and also of their 
very kind hospitality to us during our visit. 


During the past winter two other of your 
directors—Major Herring and Mr Bartlett— 
visited the mines in India, when they made 
a thorough examination of the mines and 
settled several outstanding problems. They 
submitted full and informative reports to the 
board, and there is no doubt that these 
periodic visits to the mines by members of 
the board are of the utmost value to the 
company. 


MINES IN GOOD CONDITION 


Generally speaking our mines are in very 
good condition, with development work well 
ahead of ore extraction. The mechanisation 
of some of the mines is proceeding, and, as 
I have mentioned previously, this is very 
necessary, as we cannot get the number of 
work-people that we require. 


With regard to diamond drilling, our im- 
mediate programme at Balaghat and Ukwa 
mines is completed and the plant has now 
been transferred to our Kandri mine. 


Last year I referred to a heavy media 
separation plant which we are to instal at 
our Dongri Buzurg mine to extract the 
manganese ore from our old dumps there. 
Much of the machinery for this has now 
been shipped to India, and I hope that we 
shall have it erected and working by the end 
of this year. 


I am glad to be able to say that there is 
considerably less delay than formerly in the 
granting of import licences by the Indian 
authorities. 

The demand for our ore in the world’s 
markets continues to be in excess of the 
amount available, and prices remain firm. 


Railings are one of our constant anxieties, 
particularly during the first half of each year, 
which is the dry season, and this has again 
been the case this year. Nevertheless, assum- 
ing that there will be the normal improvement 
during the second half, I think I may say that 
the prospects for the current year’s trading 
are satisfactory, ~ 


TRIBUTE TO STAFF AND AGENTS 


Again I have pleasure in acknowledging the 
excellent work of the staff both in India and 
in London, and also of our shipping agents 
in India, Messrs James Finlay and Company, 
Limited. I am sure that they wil! appreciate 
the thanks of the stockholders which, with 
your approval, I propose to convey to them. 
We have a good staff, and I would particularly 
like to mention again our agent and general 
manager in India, Mr W. A. Hardy. In addi- 
tion to the general supervision of the work 
on the mines, he has to deal with many 
matters of considerable complexity, and 
largely as a result of his efforts I am glad to 
say that our relations with the Government 
authorities in Delhi and with the Provincial 
Government continue on a satisfactory basis. 


I now beg to move: —“ That the report of 
the directors and statement of accounts as 
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at December 31, 1951, be and are hereby 
approved and adopted, and that the profits 
be appropriated as recommended by the 
directors.” I will ask Major Herring to 
second the motion, and before putting it to 
the meeting, I shall be glad to deal with 
any questions which stockholders may wish 
to ask. 


Major A. C. Herring, VC, ACA, seconded 
the resolution, which was carried unani- 
mously. 


The Board’s proposal of a final dividend 
of 2s. per unit, free of tax, and a bonus of 
2s. per unit, free of tax, was also approved. 


The retiring director, Mr L. H. Bartlett, 
OBE, was re-elected, and the remuneration 
of the auditors, Messrs W. A. Browne and 
Co., having been fixed, the proceedings 
terminated with a vote of thanks to the chair- 
man, directors and staff, both at home and 
abroad. 


AMALGAMATED 
ROADSTONE 
CORPORATION 


EXCELLENT TRADING RESULTS 
MR J. S. KILLICK’S STATEMENT 


The sixteenth annual general meeting of 
Amalgamated Roadstone Corporation 
Limited was held on June 4th in London, 
Mr Jj. S. Killick, CBE, MlIns0CE (the 
chairman), presiding. 

The following is an extract from his cir- 
culated statement : — 

The accounts and reports clearly show the 
company’s position. I would, however, 
draw your attention to the following points: 
Trading profit, after depreciation, amounts 
to £456,857, which is £143,529-more than 
last year: Depreciation at £156,396 is 
£33,131 higher. Carry forward is increased 
by £69,972 to £152,786. Initial allowances 
of £51,735 are increased by £7,223. Taxa- 
tion for the year, £170,777, is £69,271 higher 
than the previous year. Provision towards 
future taxation of £20,000 is an increase of 
£10,000. Tax equalisation (initial allow- 
ances) of £46,813 is £10,647 over last year. 
Provisions towards future taxation now total 
£194,976. 

During the five years ending October 31, 
1951, capital expenditure (less sales)—almost 
entirely on postwar and  re-equipment 
mechanisation and expansion, not forgetting 
considerable addition to our road transport— 
has amounted to {£1,455,600, of which no 
less than £820,000 has been contributed out 
of profit by way of initial allowances and 
depreciation, and this current. year’s similar 
contribution will be at least a further 
£250,000. Since the. date of the balance 
sheet, the capital redemption policies have 
been surrendered, realising £80,731. 

Initial allowances, of course, came to an 
end at the end of March this year, and it is 
therefore fortunate that we have been able 
almost to complete this important pro- 
gramme and that from now onwards the 
ordinary depreciation allowances should 
suffice to cover such similar expenditure as 
may prove necessary. Your properties have 
now been put into a condition second to 
none in the country, such as to enable us to 
neet any competition. 

Now that we have this burden of heavy 
capital expenditure behind us we should 
hepe, but for increased taxation, the effect 
of which it is as yet difficult for us to assess, 
to show an increasing margin above the rate 
of our current dividends. 


The balance-sheet value of the fixed assets 


totalling £2,534,012, comprises properties 
(freehold and leasehold) £934,585, and plant, 
equipment and transport £1,599,427, the 
latter figure exceeding by only £144,000 the 
capital expenditure of the last five years 
above mentioned. 


Highway engineers and road users alike 
realise that the roads of the country, taken 
as a whole, are deteriorating. Probably the 
members of the Government are of a similar 
opinion, but unfortunately the country’s 
financial position does not appear to permit 
of adequate funds being made available to 
Highway Authorities. That position must 
sooner or later be rectified, and when that 
time comes your company will undoubtedly 
benefit. 


You will be pleased to hear that the first 
five months’ trading results of the current 
year show a substantial improvement over 
the corresponding period of last year. 


I cannot conclude without expressing my 
own gratitude, and I hope yours, for the 
whole-hearted and loyal co-operaticn of 
your company’s personnel which has so 


largely contributed to the excellent results ® 


of the year’s trading portrayed in the 
accounts under review. 


The report and accounts were adopted, 
and the dividend distribution of 10 per cent 
for the year was approved. 


THE BURY FELT 
MANUFACTURING 
COMPANY 


RESULTS SATISFACTORY DESPITE 
DIFFICULTIES 


LT-COL BUCKLEY ON RAW 
MATERIAL PRICE FLUCTUATIONS 


The forty-seventh annual general meeting 
of The Bury Felt Manufacturing Company, 
Limited, was held on June 5th in Man- 
chester, Lt-Col A. Buckley, CBE, DSO, JP 
(the chairman), presiding. 


The following is the statement by the 
chairman which had been circulated with 
the report and accounts for the year ended 
December 31, 1951:— 


Shareholders will notice a slight decrease 
in the trading profit of the past year to 
£280,274, as against £293,968 for 1950, 
Owing to the increased rate of profits tax 
on the gross figure of distributed profits, 
there is littl reduction in the amount 
charged for taxation, namely, £145,667, 
compared. with £146,472 in the previous 
year. 


The sum of £20,000 has been charged for 
depreciation and is added to the reserve 
account in the balance sheet in furtherance 
cf the procedure outlined in last year’s 
report. Further normal charges and credits 
result in a net profit for 1951 of £109,074, 
as against £123,426 for 1950. 


This year your board recommends 
transfers of £30,000 to general reserve and 
a further £20,000 to contingencies and 
stock depreciation reserve. Initial taxation 
relief of £3,000 on capital expenditure 
during the year is carried forward for future 
allocation. 


The staff pension fund initiated some two 
years ago at a cost of nearly £16,000 has 
been beneficial both to your company and 
to the staff, and it is now proposed to extend 
the scope of the present scheme to emuyrace 
working foremen and, for this purpose, the 
sum of £7,000 has been appropriated from 
the year’s profits. 


Your board recommends a dividend on 


| £361,490 to £503,909. 
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the ordinary capital of 75 per cent, {-;; 
income tax at 9s. 6d: for the year ended 
December 31, 1951, which, with the prefer. 
ence dividends, absorbs £41,344 net. Thi, 
figure, as a matter of interest, may be com. 
pared with £57,000 for profits tax 


' 
On 


on the year’s profits, total taxation be > 
some three-and-a-half times the acini 
amount distributed to shareholders. Afrc; 
the above appropriations, the balance --. 
maining in profit- and loss accoun: , 


£145,137, against £137,814 brought forward 
at the commencement of the year. Reserves 
and the balance of profit and loss accoun: 
now total £536,406, against £448,676 a 
December 31, 1950. 


POLICY OF LIQUIDITY 


The cardinal feature of our industry during 
1951 has been the fluctuation in the prices 
of raw materials. During the year, your 
managemént concluded that the ‘existing 
econemic circumstances and the prospects for 
1952 diciated a policy of liquidity. It will 
be observed that the stock in trade at Deceir- 
ber 31, 1951, is valued at £263,922, a reduc- 
tion of more than £100,000 on the figure of 
12 months ago. Your company was affected 
by the incidence of falling values, but the 
necessary provision at December 31, 1951, 
was duly made before arriving at the trading 
profit and was no greater than might have 
been required in a year of less extreme price 
fluctuation. 


Cash resources have increased from 


At the date of this statement, the Finance 
Bill is still under discussion but, on the facts 
available, it would appear that your company 
will not be liable for an appreciable amount 
of Excess Profits Levy unless profits 
exceed those disclosed by the accounts now 
reviewed. 


Throughout the year it has been the 
endeavour -of your management to minimise 
the effect upon the company’s customers of 
violent price fluctuations. Even at the peak 
of wool prices in the earlier part of the year, 
few of the prices charged for our products 
fully reflected the increase in raw material 
costs. This policy, we believe, has done much 
to cement the goodwill of our customers, 
many of whom have been loyal supporters 
for nearly fifty years. 


FACTORIES FULLY EMPLOYED 


At the present time; all your company’s 
factories aré fully employed. Nevertheless, 
competition has become keener. Costs of 
production continue to rise, particularly the 
cost of supplies and services from the 
nationalised industries which are still increas- 
ing at an alarming rate. The efficiency of the 
nationalised and monopolistic concerns war- 
rants the serious consideration of a competent 
and neutral authority if exporting industries 
are to feel assured that their prices do not 
carry the incubus of unwise and unnecessary 
expenditure. . 


Your company, in common with other 
industrial concerns, cannot remain immune 
if its customers are adversely affected by the 
difficulties of the times. But without indulg- 
ing in excessive optimism I am not unhope- 
ful of the future. We are well equipped ‘0 
maintain our position in the industry a0 
you can be. assured that every effort will be 
made to overcome whatever difficulucs we 
may have to meet. 


In conclusion, I am happy to state that 
the company’s relations with its staff 4 
employees have continued on an amicable 
basis throughout the year. ‘Their efforts have 
enabled such a satisfactory result (© be 


attained and our thanks are due to them for 
their loyalty, 


The report was adopted. 
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CROWN MINES, LIMITED 


POSITION CAUSING ANXIETY 
MR W. H. A. LAWRENCE’S ADDRESS 


The fifty-sixth annual general meeting of 
sharehokiers was held on May 28th in 
Johannesburg. 

Mr W. H. A. Lawrence, chairman, pre- 
“14 and said: The directors report and 
the audited balance sheet and accounts for 
the year ended December 31, 1951, pre- 
ented for your approval and adoption today, 
yogether with the accompanying reports of 
the consulting engineer and the general man- 
ger, contain full particulars of the opera- 
fons at the mine during the period under 
review and of the fimancial results obtained. 


The position at the mine, as you will have 
ebserved from these reports, is causing 
gxiety. The labour strength, both Euro- 
pean and native, continues to be far below 
requirements, thereby restricting output to 
below the capacity of the plants and 
adversely affecting operations in other direc- 
tions. This fact in itself is serious, but what 
is of graver concern is the steady and per- 
sistent decline in values and percentage of 

yability on the main reef leader with 
increasing depth. ‘This unfortunate feature 
coupled with the extent to which working 
costs have risen must seriously. affect the 
economic prospects of the ore remaining in 
the property below the present levels. 


The figures given in the tabulation in the 
consulting engineer’s report clearly indicate 
the degree of the falling off during last year 
in the tonnage and grade of the ore milled, 
resulting in a decrease of 51,514 ounces fine 
in the total gold recovered as compared with 
the previous year. This serious decline 
coupled with the increased working costs re- 
duced the margin of profit by 3s 10d per 
ton milled. These factors caused the work- 
ing profit to diminish by the substantial 
amount of £695,728 despite an increase of 
£218,973 in the additional revenue received 
during the year from the sale of gold at en- 
hanced prices. 

The higher cost of commodities and 
further wage concessions granted to em- 
ployees throughout the gold mining industry 
caused working costs to continue to rise 
steadily during the year until they reached 
the average figure of 38s 7d per ton milled 
for the last quarter of the year, as compared 
with the average of 35s 10d per ton milled 
for the whole year. This trend in costs is 
tendering unpayable more and more of the 
marginal ore in the mine and narrowing the 
Margin of profit on the payable ore. 


Your attention has been drawn in the past 
to these various adverse circumstances and 
tends, but the general position and prospects 
at the mine deteriorated sharply during 1951 
a a result of the large increase in working 
Costs, the continued decline in yield; the sub- 
stantial decrease in values exposed on the 
Main Reef Leader and the disclosure of the 
Serious proportions and extent of the reef 
dislocation at the bottom of the mine. 


EFFECT OF ADVERSE OPERATION CONDITIONS 














= table below which compares the 
stent details of results during the first 
fone mille gan 

ied pes tong wpitig "{TTTDtttt steeeeetareeerees 
Working anal a /UESRCRAAS 4s 0 tan rae baageaeens 

Whine cone ens Shy ties eat enenig taken eee 

rking Pea — 8 ON he bSR bee CCRC SLES 

mine prot per ten 

nice fe ST or ere ete bil 

Development tage sie Of got ebainced prices 
ae, sac ePudieresial 


four months of the current year with those 
for the same period of 1951 reflects the con- 
tinned effect of the adverse operation condi- 
tions : 


There are small tonnages of the main reef 
and south reef still to be mined, but the main 
réef leader is now the only reef of economic 
importance and is being worked at depths 
approaching 9,000 feet. I. have referred at 
previous annual meetings to the decline in the 
values and percentage of payability of this 
reef with increases in depth, and it is now 
the case that the lowest levels of the eastern 
and central sections are generally unpayable. 
Shaft sinking in these sections has been com- 
pleted and only a limited amount of develop- 
ment remains: to be done. In the western 
section, however, where the workings are not 
quite as deep, current development is still 
payable although the values and percentage 
of payabiliry continue to show declining 
trends. 


FUTURE OF SOUTHERN AREA 


In my address last year I informed you 
of the intersection of a strike dyke in the 
south-eastern portion of the mine. Work 
carried out during 1951 and to date in the 
current year has indicated that the dyke, 
which varies from 280 to 600 feet in thickness, 
persists for at least two-thirds of the width of 
the property at a depth of about 9,000 feet. 
The reef has been thrown down more than 
500 feet on the south side of the dyke. The 
question of the future of this southern area 
is at present under close investigation from 
all angles and particularly in the light of the 
heavy capital expenditure which would be 
necessary on shaft sinking and development 
to open it up beyond the dyke at nearly 
10,000 feet below the surface. The fact 
that values to the north of the dyke are 
generally unpayable, coupled with the poor 
values intersected in boreholes and in the 
limited development done south of the dyke, 
indicates that economic exploitation of the 
area below the dyke is improbable. Although 
the working life prospects of the mine have 
been seriously jeopardised by these develop- 
ments there are certain factors which will 
tend to arrest further declines in working 
profits in the immediate future. The reduced 
scale of incline shaft sinking and develop- 
ment at depth will help to affect any minor 
increases in working costs that may take 
place. The reserves of ore contained in 
shaft pillars are substantial and‘ their values 
are well above the average for the mine. All 
the payable ore development in the eastern 
half of the mine will have been stoped éut 
by the time the pillars of the shafts serving 
that area have been extracted. 


GROUND FOR MODEST ENCOURAGEMENT 


In its time Crown Mines has been one of 
the greatest of the gold mines of South 
Africa and it is still one of the best known. 
The peak of its gold producing and profit 
earning capacity was reached a number of 
years ago, however, and since that time the 


Inc. or Dec, 





Jan./April, 1952 | Jan. /April, 1951 
1,044,000 Dec. 19,000 
3-286 dwt. Dec. 0-199 dwt. 
{2,136,778 Dec. £169,715 
40s. lid. Dec. 2s. 5d. 
007,555 Inc. £167,431 
5d. Inc. 10d, 
229,223 Dec. £337,146. 
sf Be pa 
aries Deo. 5,663 


———aeiitaseeneliaitnseisiansiiasiendsinsiseiaas. 





717 


fortunes of the mine have declined gradually 
but inexorably. All mines are wasting assets 
and Crown Mines is no exception to the rule. 
In recent months the unexpectedly severe 
increase in working costs which has taken 
place throughout the goldmining industry, 
together with the serious shortage of native 
labour and such local difficulties as the big 
strike dyke to which I have referred and a 
general falling off in the mine grade, have 
combined to accentuate sharply the waning 
prosperity of your mine. There are, how- 
ever, as I have already indicated, certain 
aspects of the situation which give ground 
for modest encouragement: Considerable 
progress has already been made with the task 
of arresting the rapid deteriorating of the 
position which has taken place since our 
meeting last year. The technical problems 
involved have been tackled most actively by 
the mine mariagement and the company’s 
technical consultants, while all aspects of the 
matter, technical as well as financial, con- 
stantly receive the close attention of your 
board. As a result of the frequent and 
detailed assessments which are made of the 
difficulties facing the mine and of the pros- 
pects of the future I feel able to state with 
some confidence that there is every likelihood 
of profits being maintained at their present 
level during the next few years and even 
perhaps of some modest improvement in the 
position. 

I now move that the audited accounts for 
the year ended December 31, 1951, the 
balance sheet at that date and the report 
of the directors, laid before the meeting, be 
received and adopted. 


The report and accounts were adopted. 





RANSOMES, SIMS AND 
JEFFERIES 


SHORTAGES AFFECT PRODUCTION 


The sixty-eighth annual general meeting 
of this company was held on May 30th at 
Ipswich, Mr Reuben J. Hunt, chairman, pre- 
siding. 

The following is an extract from his circu- 
lated statement: 


The year 1951 has been dominated by 
heavy increases in costs of manufacture 
arising from national causes quite beyond 
the control of your board. It has also been 
a year of further progress in widening even 
further your company’s already large over- 
seas trade and connectioris, but production 
has been upset by serious material shortages. 


Our group net profit of £216,648 in com- 
parison with the estimated capital employed 
of £5,450,905 is only 4 per cent. All con- 
cerned must-agree that this rate of net re- 
muneration on capital employed is not only 
far from excessive, but on the contrary is 
lowet than necessary. I wish to draw 
particular attention to this point in view of 
the careless and uninformed political state- 
ments regarding excessive profits which are 
giving a false impression quite contrary to 
the national interest. 


Income tax and profits tax are over eight 
times the net amount distributed to pre- 
ference and ordinary stockholders. High taxa- 
tion rates will in the long run be disastrous 
from.the point of view of the country’s pro- 
ductive capacity. I take the gravest view of 
the newly introduced excess profits levy. 


In spite of all the difficulties, including 
material shortages, our last year’s volume of 
Home trade has been maintaified this year 
and still exceeds the volume of our export 
trade. We have shipped goods during the 
year to-over one hundred different countries, 
of which seventeen are in the dollar area, 
but the biggest part of our export trade 
this year has been within the sterling area. 


. The report was adopted. 
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BRISTOL AEROPLANE 
COMPANY, LIMITED 


INCREASED TRADING PROFIT 


The forty-second annual general meeting 
of the Bristol Aeroplane Company, Limited, 
was held on June 5th at Bristol. 


Sir William G. Verdon Smith, CBE (the 
chairman), in the course of his speech said:— 


Profit and loss account.—The consolidated 
profit and loss account shows a trading 
profit after depreciation of £1,349,945—an 
increase of £231,853. 

Taxation increased from £694,571 in 1950 
to £941,455 in 1951. 


Provision for depreciation of fixed assets 
amounts to £580,344 compared with 
£367,979 in 1950. With the final settlement 
of our liability to tax during the EPT years, 
provisions amounting to £778,886 no longer 
required, together with the transfer to general 
reserve of {271,114 from 1951 profits, make 
a total of £1,050,000 retained in the business, 
and we recommend a final dividend of 84 
per cent. This, with the interim. dividend 
of 5 per cent, results in a dividend of 134 
per cent for the year. 


Balance carried forward in the consolidated 
accounts is £405,484, compared ~ with 
£359,663 for 1950. 

Balance Sheet : Capital, reserves and sur- 
plus have increased- by £1,086,479 from 
£8,049,091 to £9,135,570. 


REVIEW OF COMPANY’S ACTIVITIES 


The year 1951 was one of great endeavour, 
and our activities reflected the nation’s in- 
creasing concentration on the overriding 
needs of export and defence. 


Freighters : Orders for close on 200 have 
contributed handsomely to our earnings of 
foreign exchange and we are increasing 
capacity. 

Britannia : The first flight of the prototype 
is due shortly. Britannia promises to be 
the first aircraft truly capable of low-cost air 
travel. 

Helicopters: The Sycamore, single-rotor 
model, is now in limited production. Type 
173, the world’s first twin-engined helicopter, 
started its flight trials early this year, and we 
are looking ahead to a still larger size of 
helicopter. 

Piston Engines: We hold. substantial 
orders for “ Bristol” Hercules and Centaurus 
piston engines. 


Gas Turbines: The Proteus Series II 
received its ARB type approval certificate and 
the Proteus Series III recently made a 
brilliantly successful start to its experimental 
running. 


Development of the Olympus turbo-jet has 
gone ahead well and gives us good grounds 
for confidence, 


Cars: The “ Bristol” car and engine go 
from strength to strength. 


Buildings : The Bristol Aeroplane Company 
(Weston), Limited, continues to develop and 
supply buildings for home and overseas. 


Overseas: Following the formation of 
Bristol Aeroplane "Engines (Eastern) Limited 
we are building a new factory in Montreal, 
Canada. We have also formed The Bristol 
Aeroplane Company (Australia) Proprietary 
Limited to develop all our interests in 
Australia, 


Genert!: To our civil commitments we 
have added a large defence effort on guided 
missile and other important aircraft and 
engine projects, 


AUTOMATIC TELEPHONE 
AND ELECTRIC CO. 


The annual general meeting of the Auto- 
matic Telephone and Electric Company 
Limited will be held on June 24th in London. 


The following is an extract from the state- 
ment circulated by the chairman, Sir 
Alexatider Roger, KCIE: 


The profit of the parent company before 
charging taxation amounts to £1,171,981 as 
compared with the 1950 figure of £1,269,436. 
After £686,539 is provided for taxation 
(58.6 per cent) the net. profit is £485,442. 
Dividends at the same rates as last year are 
proposed. 


During the past year the value of sales was 
a record in the company’s history. In 
common with manufacturers in this country 
we have, during the years since the war, 
vastly expanded our exports of telephone 
equipment. 


I have great doubts, however, whether this 
concentration on the export market regardless 
of the requirements of the home market, has 
not been carried too far in the case of tele- 
phone equipment and very likely in the case 
of other industries. Quite apart from the 
needs of the public whose demands for tele- 
phone service will not be met for increasingly 
longer periods, the industry can best rest on 
the solid foundation of a growing demand in 
the home market. 


What lies ahead is beyond the wit of most 
of us to foresee, but if the nation could 
recapture the spirit of 1939-45 and cast out 
the doctrines which all too frequently disrupt 
the team effort of the people, we could then 
with confidence look for the restoration of 
better times and the improvement of our 
world position, 


LICENSES AND GENERAL 
INSURANCE COMPANY 


MR RONALD GILBEY’S ADDRESS 


The sixty-second ordinary general meeting 
was held in London on June 4th. 


Mr Ronald Gilbey (the chairman) presided, 
and in the course of his address, said: — 


My optimism of twelve months ago would 
seem to have been justified, for as will be seen 
in the figures before you very definite progress 
has been made. 


The premium income shows an advance of 
£264,307, while interest earnings are higher 
at £74,760—the total income, therefore, being 
£2,209,774. 

In the life department we have continued 
to pursue the quiet way, avoiding amy specu- 
lative increase, for we believe in maintaining 
a conservative policy and we ‘are laying 
foundations which must be of present and 
ultimate value. 


Generous support has enabled the fire 
premium income to: advance to £613,595, 
Claims have been on a reasonable level at 
45.2 per cent. Having provided for unexpired 
reserve, and for outstanding claims, the profit 
transfer is double that of the previous year 
at £60,366. 


Our miscellaneous account, which you will 
remember includes license; public liability, 
burglary and many forms of accident business, 
continues to show progress, the premium 
income having advanced to £473,222. ‘The 
claims ratio at 50 per cent suggests a reason- 
able experience and all necessary reserves 
having been adjusted to requirements, there 
is a resultant profit of £43,360. 


A final dividend of 25 per cent, making 
40 per cent for the year, was approved. _ 
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INTERNATIONAL _PAINTs 
(HOLDINGS) LIMITED 
INCREASED SALES 


The forty-fourth annual genera! meeting 


of International Paints (Holdings) 
will be held in London on June 25th 


The following is an extract from the circy. 
lated statement by the chairman, Mr Charles 
R. Petrie: 


As a fesult of the changes which were 
authorised by extraordinary general meeting 
last year, your company ceased trading at 
June 30th and is now a holding company with 
investments in a group engaged not only in 
the manufacture and sale of paints, varnishes. 
distempers and ships’ compositions, etc.. bur 
also of steel containers, spray gun equipment, 
electric scaling hammers and in severa! other 
activities. Group companies are to be formed 
throughout the world in sixteen countries and 
operating in all twenty-two paint fac:ories. 


The total profit of the group for the year 
under review is the highest figure in the 
history of the Company, the increase over the 
previous year reflecting the greater value of 
sales, both at home and abroad. Home sales 
showed a satisfactory expansion and I am 
pleased to say that our export sales increased 
by 48 per cent. This increase, although very 
gratifying, would have been even greater, had 
it been pa to obtain import licences to 
satisfy all overseas demands for our products. 

We have fully maintained our position as 
the largest supplier to ships throughout the 
world, and during the year we have coated 
a large proportion. of new ships with /nver- 
national Anticorrosive and Antifouling, in- 
cluding the new well tried “ Silver Primocon” 
which has met with singular-success on new 
ships. 


Limited, 


EXPERT TOOL AND CASE 
HARDENING COMPANY 


IMPROVED RESULTS 


The thirty-first ordinary general meeting 
of the Expert Tool and se Hardening 
<r (Limited! was held on June 5th in 
, on * j js 


Mr .A. H. Redfern; the chairman, in the 
coursé of “his “speech said: The net profit 
for the year under review is £147,292 against 
£110,527. The revenue authorities take no 
less than £97,250 for taxes this year, and the 
net surplus amounts to £50,042 compared 
with £39,567. ‘The proposed excess profits 
levy is, in my opinion, very much to be 
deprecated. economic needs of the 


\ country call for continued improvement in 


production methods and for drive and expan- 
sion in business generally. The proposed 
levy removes not only the incentive b11 also 
the capital needed. The levy will involve 
your company in still — taxation, but 
will in no way prejudice continuation 
Sl divisend if, as we hope, the 


the same rate of : 
net. profits are reasonably maintained. 

Your directors recommend a final dividend 
of 15 per cent less income tax, making 26: 
per cent for the ae After payment of the 
dividends on the ordinary and 
preference shares, transferring £20.) © 
general reserve (against £10,000), £1,050 © 
; erence share redemption and pro iding 

or loss on trade investment, there ‘mains 


3,502 to be carried forward gaimst 

22,155 brought in, — 

The order books of your subsidiary com 
panies are in a healthy state and the ‘rading 


results of the current year to date show an 
improvement on last year. 
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ATIONAL BANK OF EGYPT 


Liability of a POPE ited 
Head Office - - - CAIRO 
Commercial Register No. 1 Cairo 
FULLY PAID CAPITAL - - ££.3,000,000 
RESERVE FUND -- - - - ££3,000,000 
—— 


London Office: 
6&7 KING WILLIAM STREET, E.C.4 


Branches in all the Principal Towns im EGYPT and the SUDAN 


UNIVERSITY COLLEGE OF NORTH STAFFORDSHIRE 
|. ECTURESHIP IN ECONOMICS | 

Applications are invited for a Lectureship in Economics. The holder 
Penn net will be required to give instruction in Mathematical 






; st rili DEC 
So eeales to stud nts taking a joint Honours Course in Mathematics 
nd Economics, Salary £550 x £800 x £50—£1,100. Initial salary 
‘ithin this scale will depend upon qualifications and experience, 
he candidate appointed will be required to reside in College accom- 
modation when this is available. Application forms and further 
formation can be obtained from the Head of the Department of 
onomics, The College, Keele, Staffordshire, to whom applications 


hould be forwarded not later than June 21, 1952. 


SEST AFRICAN INSTITUTE OF SOCIAL AND ECONOMIC 
PESEARCH. UNIVERSITY COLLEGE, IBADAN, NIGERIA 


‘plications are invited for the post of Executive Officer to super- 
ioe ond assist in planning an Agricultural and Economic Surve 
{ the Northern Provinces of Nigeria with emphasis on the groun ° 
ut- and cotton-growing areas, A intment of two to three years 
uration. Salary in the range £1, to gg ee The project will 
» in association with the Nigeria Produce rketi Boards. 
Applications (six copies), giving full details of qualifications and 
perience, and the names of three referees, should be sent to the 
‘retary, Inter-University Couneil for Higher Education in the 
olonies, 1 Gordon Square, London, W.C.1, from whom further 


articulars may be obtained. Closing date June 21, 1952. 


OTTOMAN BANK 


(Incorporated in Turkey with Limited Liability) 

NOTICE IS HEREBY GIVEN that in accordance with Article 29 
the Statutes, the Annual General Meeting of Shareholders will 
»held on Wednesday, the 25th June, 1962 at Winchester House, Old 

; ,ondon, E.C.2, at 12,80 p.m., to receive a t from 
with the Accounts for the year ending 3ist mber, 
. Dividend: to receive statements regarding the 
1 betw the Turkish Government the Bank and its 
id a report on the exercise of the powers previously 

the General Committee: and to replace the retiring 
the General Committee. 
le of the Statutes the General Meeting is com- 
lers possessi at least 30 shares, who, to be 
t of the Meeting, must deposit their shares at 
e Company, Istanbal, or at either of the several 
es abroad (in London at 20/22, Abchurch Lane, 
, and at 1 Meyerbeer, 9me), 10 days at least before 
day fixed for the Meetin 


g. 
a a J. VASSALL ADAMS, Secretary to the Committee. 


THE CUNARD STEAM-SHIP COMPANY, LIMITED 

_ RIVE PER CENT CUMULATIVE PREFERENCE STOCK 

None, CENT SECOND CUMULATIVE PREFERENCE STOCK 

NOTICE IS HEREBY GIVEN “that the Transfer Registers in 

spect of the above Stocks will be closed from June 11 te 17, 1952, 

' = es inclusive, for the purpose of preparing Warrants in respect 

eae te ig gti ending June 30, 1952, to be paid on 

By Order of the Board. 

OS ae ee j H, EAVES, Secretary. 

5S ard Building, Liverpool June 5, 1962 

as iinute Continentat Holidays not arranged for the masses 

ly £95 19 ‘ually for you. 10 days in Spain from £26 19s. 6d.; 

he teen 0 France £18 10s. 6d.; 7 days in Paris from £13 15s.— 
a aro e or ‘phone: Business & Holiday Travel Ltd. 








is Puldings, Trafalgar Square, London, W.C.2. WHitehail 
= eg Professor, visiting England academic year 1952-53, 
dge or Oct. nished flat or house; preferably London, Cam- 
met, Rants 'd.—Write details to Cyril Bibby, is, The Avenue, 


SELL JEWELLERY 


to JAMES WALKER — Established 1823 


en settlement up to any amount. “ is _— 

— Valuations without obligation, For Diamond of other 
ee collections & representative will be Sraskéde aon Rings, 
Pleased to call, - Branches at your 

I service, Parcels should be sent (by £15-£100 a 

| Bistered post) to Head Office -—— Gold 
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TRADING OR ESTABLISHING 
in CANADA or the WEST INDIES? 


_ If you are trading with or contemplating establishing a plant 
in Canada or in the West Indies, we can be of help to you. 


Through 345 branches across Canada and/23 in the West Indies, 
we can provide information on business: conditions, exchange 
regulations, exports and the establishing of branch plants. 


Your enquiries will receive prompt and courteous attention. 


THE BANK OF NOVA SCOTIA 


108, Old Broad Street, London, E.C.2 
Established in Canada in 1832 with limited liability. 


DEN NORSKE CREDITBANK 


Established 1857 


OSLO, 
NORWAY 


Branches: Arendal, Brumunddal, Flisa, Grimstad, Kongsvinger, Larvik, Lillesand, 
Mandal, Porsgrunn, Risor, Skarnes, Tonsberg, Tvedestrand. 


Every Description of Banking Business transacted 
Correspondence invited. 
Telegraphic Address : “ Creditbank.” Telephone: “42 18 20 Oslo.” 


HE CHARTERED INSTITUTE OF SECRETARIES.—Directors 
requiring the services of CHARTERED SECRETARIES to fill 
secretarial and similar executive posts are invited to communicate 
with the Secretary of the Institute, 52-54, High Holborn, W.C.2. 
ONDON COUNTY COUNCIL invites applications from experienced 
STATISTICIANS, pestevonty with experience of medical statistics, 
for the of o r in charge of statistical section of the 
sae aa th Dept. Salary: £1,148 x £47—£1,190 x £58 l5s.— 
Candidates must have either (a) a degree in statistics, or in mathe- 
matics or economics or other appropriate main subject combined 
with statistics; or (b) a degree in thematics, economics, or other 
appropriate subject coupled with whole-time semprerenent thereafter 
for at least 12 months continuously on statisti work. 
Application forms frofm Medical Officer of Health (PH/D.D, 
Cou v, Hall, London, S.E.1, returnable by July Sth. (582.) 
OYAL GEOGRAPHICAL SOCIETY.—Applications are invited, 
preferably from graduates with experience of editorial work, for 
the post of sistant to the Editor of the ‘“‘ Geographical Journal " 
and other publications.—Applications stating salary required should 
be recei by the Director, 1, Kensington Gore, S.W.7, not later 
than July ist. \ 
HE SCOTTISH HOLIDAY that will send you home really rested, 
really fit, is at Major Fullerton Carnegie’s Stronvar House Hotel. 
Wonderful food (home farm), country house comfort. Ideal for 
children, 18,000 private acres of woods, lochs, moors and mountains 
in the heart of Rob Roy's country. Own boating, tennis, fishing, 
shooting, stalking. Overnight London.—Write, Major B. Carnegie, 
* Stronvar,” Balquhidder, Perthshire. 
LD-ESTABLISHED highly reputable Company with selling 
agencies abroad has spare capital and some factory space avail- 
able. Would like to meet man or small company in need of finance 
and space to manufacture some commodity in demand abroad, prefer- 
ably in dollar countries. Raw material must be readily available. 
Recommendation by Solicitors or Accountants wouid eventually be 
required, Strict confidence.—Box 950. 
SPANISH BANK REQUIRES SUB MANAGER, CANARY ISLANDS 
BRANCH, AND OFFICIALS FOR FOREIGN DEPARTMENTS IN 
SPAIN, SOME KNOWLEDGE OF SPANISH AN ADVANTAGE.— 
WRITE, STATING BANKING EXPERIENCE.—BOX 958. 
F YOUR PRODUCT is technical -. - and it needs advertising or 
some printed matter ... get in touch with Geoffrey Dadd Ltd., 
the nationally known Technical Advertisi Practitioners, 90, Epsom 
Road, Sutton, Surrey. Derwent 4444 (4 lines). 
Pi ARCUrITe A.M.LILA. (all exams), with wide experience in 
industry as company secretary, accountant and export manager, 
— nn of employment preferably South Wales area.—Write 
x , 
S- Il WAS KING when we began selling fine sherries in 
York for which the city was noted since the XVI Century! Send 
20/- for a case of four quarter bottles—one of each of our four most 
peesies wines (Cloister Cream, Cloister Fino, Old Bridge Amonti- 
lado and Mirador Dry S. African) carriage free.—J. & G. Oldfield 
Ltd., Bin 3807, St. Sampson's Square, York. 
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ali: for B.Sc. ECON s 


The London University B.Sc, Econ. Degree is a valuable qualification for statistical 
research and welfare work in commerce and industry, and for teaching or administrative 
posts under Education authorities, etc. The degree is open to ali without University 
residence. You may for the examinations at under the experienced 
— of Wolsey Hall (est. a +. fees are reasonable and may be paid by instalments 
f desired. 765 Successes at . B.Se. Econ. Final Examinations, 1925/51. 


Prospectus fcom the Director of == WOLSEY HALL, OXFORD 
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THIS IS ‘THE SAPPHIRE ’— 
MOST POWERFUL JET 
ENGINE IN THE WORLD! 


Armstrong Siddeley 
~» increases thrust to 
record-breaking 8,300 Ibs. 


* Armstrong Siddeley Sapphire 150-hour official type-test : 8,300 Ibs. Static Thrust. 
Look at that record-breaking figare, remember it well. For with it Armstrong Siddeley wins fresh laurels 
from world aviation. Now their mighty Sapphire, for 20 months world’s most powerful jet engine, 
strides further ahead of all rivals with a new increased output of 8,300 lbs. static thrust in over 6 days of 
continuous running, 27% greater than any other engine similarly tested. And this leadership is not a 
matter of mere bench-testing. Already twin Sapphires hold the world’s climb-to-altitude record, power 
the sensational new Gloster GA ¢ Delta Fighter and are specified for the American built Canberra 
bomber and the F 84F Thunderjet fighter. To meet this urgent demand, Sapphire production is 

speeded on both sides of the Atlantic. Armstrong Siddeley is still another member company of the 
Hawker Siddeley Group. Largest of its kind, this great industrial commonwealth to-day employs its 
mighty resources in building the defensive strength of the Free World. 


Hawker Siddeley Group 


PIONEER... AND WORLD LEADER IN AVIATION 





Sy Group Head Office : 18 St. James’s Square, London, $.W.1. 


A.V, ROE, GLOSTER, ARMSTRONG WHITWORTH, HAWKER, AVRO CANADA, ARMSTRONG SIDDELEY, 
HAWKSLEY, BROCKWORTH ENGINEERING, AIR SERVICE TRAINING AND HIGH DUTY ALLOYS 
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